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policy - intelligent prevention 
service--sound protection--are 
part of the sound principles 


of Mill Mutuals Insurance. 
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ARE GENERAL FIRE INSURANCE CARRIERS 
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Millers Mutual Fire Insurance Co..............20200e008 Harrisburg, Pa. 
Millers Mutual Fire Insurance Co.................006: Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins.,Co............... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association...............+.+005 Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co............. Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co............... Kansas City, Mo. 
National Retailers Mutual Insurance Co.............00.00005 Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co............... Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co.............+2+065 Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 
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THIS MONTH 


ITH America's all-out war effort 

moving into high gear the loss of 
men through industrial accidents repre- 
sents a perplexing problem, with con- 
tinual vigilance required if arms, tanks, 
planes, munitions and other vital imple- 
ments of war are to reach the allied 
forces now fighting on the battlefields 
of the world. Randall R. Howard in his 
article Importance of Human Factor 
in Industrial Accidents'' points out the 
psychological methods being devel- 
oped by safety engineers for the control 
of industrial accidents e A second arti- 
cle dealing with prevention activities 
but with a different approach is that on 
The Insurance Manager and Preven- 
tion" from the pen of P. D. Betterley. 
The many opportunities afforded insur- 
ance managers to aid in accident pre- 
vention work, because of being in a po- 
sition to know the effect of accidents 
and prevention on insurance costs, are 
reviewed e For an answer to the every- 
day question as to how much catas- 
trophe reinsurance coverage a company 
should carry, the underwriter may well 
study the article on "Premium Volume 
v. Surplus as the Key to Catastrophe 
Reinsurance Coverage'’ by Ambrose B. 
Kelly e The newly organized American 
Institute for Property and Liability Un- 
derwriters has just announced its curri- 
culum and we believe that everyone is 
anxious for a look at the educational 
program. See page 25 e Too, there is 
considerable news of current interest in 
our notes section, as well as a late sum- 
mary of insurance legislative activity in 
Kentucky. 


NEXT MONTH 


2 
ONTINUING a pattern followed 


in past issues we hope to have 
ready for publication another article 
tying in with the war effort e And 
many items of unusual interest are in the 
making. 





















































A. CAMINETTI 


Commissioner of Insurance 


STATE OF CALIFORNIA 


AVING come to his office from a judge's bench, Commissioner Caminetti 

has mingled a strict interpretation of the law with rigorous enforcement. 
His activities have built up a reputation for zeal in behalf of the policyholder 
which has earned the high respect of the public, as well as of the insurance 
fraternity, not only in California but nationwide. His genial sense of humor 
and his disposition to give everybody a fair hearing, complete a most inter- 
esting and useful personality. Committee appointments in the National Asso- 
ciation of Insurance Commissioners include accident and health, examinations, 
group hospitalization and medical service, and valuation of securities other 
than real estate. 
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growing willingness on the part of the American 

public to listen when the talk turns to fire pre- 
vention. It is one of those minor miracles inspired 
by the nation’s entry into war and by the drama in- 
herent in discussion of the saboteur and the incendiary 
bomb, but it is a development which seems also to 
provide an unprecedented opportunity to urge upon the 
public the necessity for a real cleanup of fire hazards. 
This department is wondering whether the experts who 
have been preaching fire prevention all their lives are 
taking advantage of the opportunity to do a thorough- 
going job which has been impossible before, or whether 
they too are devoting all of their efforts to studying 
the saboteur and to debating the merits of pitch versus 
the fine water spray as a weapon against the incen- 
diary bomb. It is a question worth more than a pass- 
ing thought. 


if these days there is to be observed everywhere a 


No one with first-hand knowledge of the subject 
needs to be told that the attitude of the average Amer- 
ican toward fire prevention traditionally has been one 
of bored indifference. For many years certain informed 


elements within our population — professional fire- 
fighters, insurance men, engineering groups — have 


persisted in bitter comment upon the huge total of prop- 
erty destroyed by fire in the United States annually. 
They have united in terming it a national disgrace, have 
demonstrated that mere carelessness is responsible for 
much of the loss, have spent, much time and money 
in campaigns to bring the fire waste under some meas- 
ure of control. 


Their efforts have made an impression of sorts upon 
the managers of large industry, where heavy concen- 
tration of values accentuates the dangers. But in most 
other quarters the militant fire preventionist has been 
met pretty much with yawns. The same millions of 
lighted cigarettes continued to be tossed away, highly 
flammable materials continued to be exposed to sparks 
or flame, faulty wiring and appliances and machines 
continued in daily use, the most elementary precau- 
tions against the spread of fire continued to go unob- 
served. Last year, after they had worked particularly 
hard for a decade, the preventionists saw the United 
States fire toll mount to the highest figure since 1932. 
The only conclusion to be drawn was that people just 
do not care much about fire losses. 


There is, of course, no doubt that instruction in the 
extinguishing of fire bombs is an excellent method of 
bringing the necessity for fire prevention to the public 
notice, and that stressing the possibility of sabotage 
makes the industrialist more receptive to suggestions 
concerning the protection of his plant. Having some 
sand, a shovel, and a fire extinguisher ready for action 
never hurt any dwelling attic, and they are handy ma- 
terials to have at hand should a two-pound fire bomb 
crash through the roof. Barring unauthorized persons 
from industrial plants, and protecting materials and 
Openings so that it would be difficult for the saboteur 
to get a real fire started, is also commendable; it will 
keep under control many fires which no saboteur even 
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thought of setting. But it is to be hoped that those so 
placed as to have their recommendations listened to 
will not become so enamored of precautions against 
bombs and secret agents that they neglect to stress the 
necessity for taking the tried-and-true precautions against 
the hazards that are really going to be responsible for 
most of the fires of coming months. 


Since it seems necessary to dramatize fire prevention 
in terms of war if the public interest is to be sustained, 
it might be an excellent idea for fire preventionists to 
point out some of the hazards that are created by the 
very defense precautions which are being taken. As 
far as the householder is concerned most of these re- 
volve around blackouts. In commerce and industry the 
precautions taken for blackouts and building protec- 
tion against bombings will be of importance, and as 
time goes on possibly camouflage will enter the picture. 

If the method of blacking out window openings in 
dwellings is the placing of curtains or panels over them, 
it is obvious that the hazard of fire may be greatly in- 
creased; a greater amount of combustible material is 
placed within each room. Such coverings should be 
treated with a fire-resistant solution. Draperies should 
not be permitted to drag on the floor — every fire pre- 
vention engineer knows of hotel fires which start be- 
cause a lighted cigarette rolled along the floor to ignite 
such dragging drapes. 


If windows are blacked out by painting it should 
be pointed out that detecting a fire from outside is very 
difficult, and that it can get an excellent start before 
its presence is apparent. The editor of “Fire Engineer- 
ing” notes in a recent issue that a Seattle store was 
burned out before the blaze was discovered, due to the 
blacking out of its windows. His observation is that 
such a condition makes it easy for the firebug, and he 
recommends that windows should be screened rather 
than painted and then only during an authorized black- 
out period. 


When a community is blacked out by throwing a 
master switch, as happened in at least one recent in- 
stance on the Pacific Coast, a definite fire hazard is 
introduced by many persons’ use of candles or other 
unprotected open flames for illumination. Such illumi- 
nation, as well as temporary electric wiring strung by 
amateurs, is also likely to be used when a dwelling is 
blacked out by turning out the lights rather than by 
masking the window openings. 


S far as industrial and commercial structures are 

concerned the blackout preparations are likely to 
be made more carefully, but the same difficulty of de- 
tecting from the outside a fire in a building with blacked- 
out windows is present. If an effort has been made to 
protect workers from the effects of bombs which strike 
in the vicinity the plant's management may have erected 
blast walls, piled sand bags, or closed various openings 
in other ways. Any such blocking of exits, of course, 
makes injury to workers likely if they attempt to get 
out of the building in case of fire. In addition such 
precautions, unless carefully planned with the possi- 
bility of fire in mind, make greater fire damage to the 

(Continued on next page) 
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property likely, for the firemen un- 
derstandably would attempt to get 
the people out of the building before 
concentrating their efforts on extin- 
guishing the blaze. 

Probably camouflage will be re- 
sorted to only in the cases of large 
and important war industry plants, 
and will be applied by experts. 
Doubtless the fire prevention angles 
will be given due consideration, since 
several of the methods used consti- 
tute fire hazards. One is the spread- 
ing of nets from building edges to 
break outlines ; they are often blended 
into their surroundings by weaving 
painted rags into the nets. Whether 
these can be fireproofed successfully 
is a question in view of their ex- 
posure to weather, since the common 
fire-resistant solutions are soluble in 
water, and many cheap fabrics are 
understood not to take really fire- 
resistant solutions properly. Camou- 
flaging also involves, in some cases, 
the erection of wood, wallboard, or 
canvas structures atop or alongside 
buildings in order to disguise them. 

Once the attention of the house- 
holder or plant manager is thus di- 
rected to physical hazards growing 
out of defense precautions, which may 
cause serious fire loss even if a 
bomber or saboteur never comes 
within a thousand miles of his prop- 
erty, it should not be too difficult to 
sell him upon all the precautions 
against fire which preventionists have 
been advocating for years. Nor does 
it seem that such tactics could be 
criticized as an attempt to get a free 
ride on the defense effort. 

After all — as was observed in 
the instances of the Normandie blaze 
and the rubber plant fire in New 
England — a fire which gets out of 
control through carelessness or in- 
efficiency can be just as disastrous 
to our war machinery as one which 
starts because Hitler or Hirohito has 
given some of his little boys matches 
to play with. 


Illinois Insurance Department 
Appointments 


PAUL F. JONES, DIRECTOR OF INSUR- 
\NCE OF THE STATE OF ILLINOIS, HAS 
announced the appointment of Roy C. 
Barr, Bloomington, as special deputy 
in the policy examination branch of 
the Illinois Department, and Fred V. 
Fieker, Carlinville, as assistant super- 
visor of assessment life companies and 
burial associations. Both Mr. Barr 
and Mr. Fieker are former life in- 


surance agents. 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 


DEPARTMENT OF COMMERCE RE- 
PORTS THAT DAILY WEATHER MAP OF 
United States was first published 
by government in 1871 — Highest 
point reached by a standard steam 
railroad engine in this country is at 
Ibex, Colorado, where elevation is 
11,522 feet above sea level — Ex- 
perts agree that the average motor- 
ist loses from 20 per cent to 30 per 
cent of a tire’s life through under- 
inflation alone — More than one- 
half of Illinois’ 1941 corn crop was 
harvested by use of mechanical corn 
pickers — More than 100,000,000 de- 
fense stamps have been sold by the 
125,000 newspaper carrier boys who 
have enlisted as United States De- 
fense Agents — In January Amer- 
ica’s hens laid three and one-third 
billion eggs, topping all previous rec- 
ords for the month — Ancient street 
cars, hidden away in local car barns, 
are beginning to reappear on the 
streets as transportation facilities are 
taxed to capacity — Government 
litigation occupied more than half 
the attention of Supreme Court in 
1940-41. 

* * * 


Pearce J. Francis, Maine 
Commissioner, Dies 


PEARCE J. FRANCIS, WHO WAS AP- 
POINTED INSURANCE COMMISSIONER 
of Maine by former Governor Lewis 
©. Barrows in December, 1940, died 
in his home in Portland on Febru- 
ary 13 after an illness of two months. 
He was 51 years old. 


Mr, Francis entered the insurance 
business in 1923 when he joined the 
Portland office of the Travelers. 
Three years later he was named man- 
ager of the life, accident and group 
departments of the Travelers for the 
State of Maine. On January 1, 1940, 
he resigned this position and pur- 
chased a Portland insurance agency 
which he continued to operate until 
the time of his appointment to the 
insurance commissionership of the 
State. 

Surviving are his wife, a son and 
a daughter. 





L. George Benjamin, Jr., New 
South Carolina Commissioner 


THE LEGISLATURE OF SOUTIL CARO- 
LINA HAS ELECTED L. GEORGE BENJ.- 
min, Jr., of Darlington, insurance 
commissioner of the state. He suc- 
ceeds Sam. B. King who has held the 
post since 1928. 

Mr. Benjamin, a native South 
Carolinian, was serving his first term 
as a member of the state legislature 
when he was elected insurance com- 
missioner. He will take office on April 
2, his 31st birthday. 

The new commissioner, an attorney 
holding membership in the District 
of Columbia Bar, has an insurance 
background having served for several 
years as a special representative of 
the Jefferson Standard Life. He at- 
tended The Citadel and is a graduate 
of the University of South Carolina. 


Must Pay Tax on Insurance 
Transacted in Federal Areas 


IN A RULING DIRECTED TO ALL IN 
SURERS ADMITTED TO DO BUSINESS IN 
California, Insurance Commissioner 
A. Caminetti, Jr., points out that pre- 
miums received on insurance trans- 
acted in Federal areas within the 
state are subject to taxation and are 
required to be included in the pre 
mium tax returns submitted to the 
Department. Commissioner Cami- 
netti cites sections of the Califor- 
nia Political Code and the Federal 
“Buck” Act of 1940 relative to the 
allocation of such premiums as _ the 
basis of his ruling. 

The text of the ruling follows in 
part: 

“Pursuant to these United States and 
California Statutes, and the Constitutional 
and statutory provisions of the California 
law with respect to taxation of insurance 
companies, every insurance company or as- 
sociation doing business in this State is 
hereby required to include in its Premium 
Tax Return to this Department for the 
years 1941 et. seq., all premiums received 
by it during each of said years upon in 
surance business done in all Federal areas 
located within the exterior boundaries of 
the State of California.’ 

“Where premiums for insurance upon 
the lives or health of members of the 
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armed forces or their families are collected 
directly from the fiscal officer of either 
branch of the service under salary allot- 
ment authorization, such premiums are to 
be allocated to California 

“(a) In cases where the insurance was 
in force prior to the entry into the armed 
service and the last premium previous to 
such entry was allocable to California 
under the normal and usual rules for allo- 
cation of premiums. 

“(b) In cases of all insurance originat- 
ing in Federal areas located within the ex- 
terior boundaries of the State of California 
when, because of the peculiar status of 
military personnel with respect to estab- 
lished residence, the normal rules for allo- 
cation of premiums are impossible or im- 
practical of application, for so long as 
such conditions continue to exist. 

“The fact that premiums are collected 
under salary allotment authorizations does 
not of itself render them exempt from 
such tax to which they are otherwise sub- 
ject under the statutes quoted, as herein 
construed and interpreted.” 


Tennessee Mutual Agents 
Meet in June 


FOLLOWING A RECENT MEETING OF 
THE EXECUTIVE COMMITTEE OF THE 
Tennessee Association of Mutual In- 
surance Agents announcement was 
made that the annual convention of 
the organization would be held in 
Nashville on June 26-27. 

President J. Wayne Barker, who 
presided at the meeting of the Execu- 
tive Committee, stated that J. S. 
Kirkpatrick of Nashville had been 
elected vice-president of the Associa- 
tion to succeed the late J. C Bur- 
dick, Sr. 

® ee. h6©8 


Commission Approves 
Refunds on Virginia 
Auto Policies 


\N ORDER BY THE VIRGINIA STATE 
CORPORATION COMMISSION, EFFECTIVE 
on and after March 22, decrees that 
any insured motorist who by reason 
of scarcities, priorities or rationing, 
is unable to continue using his auto- 
mobile, may cancel his liability policy 
and obtain a refund on the basis of 
the number of months he has held 
the policy. —The Commission has also 
ordered that liability coverage on pri- 
vate passenger cars used solely for 
the transportation of employes to 
and from work should be written at 
the public livery rates rather than 
at the bus rates as under present reg- 
ulations. Premiums on such vehicles 
will be reduced considerably as a 
result of this change in classification. 
The changes were approved by the 
Commission at the suggestion of the 
Mutual Casualty Insurance Rating 
Bureau and the National Bureau of 
Casualty and Surety Underwriters. 

In a separate order, the Commis- 
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sion decreed that a 10 per cent re- 
duction recently ordered on the in- 
surance of vehicles used on certain 
defense project work must be ex- 
tended to cover all defense contracts. 
The reduction formerly had applied 
only to those firms operating on a 
cost-plus-fixed-fee basis. Under the 
extension, it will apply as well to 
concerns doing government work un- 
der other fee- arrangements. 


Independent Adjusters Pick 
St. Louis for Annual Meet 


SERVICE TO THE AMERICAN GOVERN- 
MENT AND SERVICE TO THE INSUR- 
ance companies has been selected as 
the keynote of the sixth annual con- 
vention of the National Association 
of Independent Insurance Adjusters 
which will be held June 11, 12 and 
13, 1942 at the Coronado Hotel in 
St. Louis. 

Thomas J]. English, St. Louis, con- 
vention chairman in charge of ar- 
rangements, has announced that the 
convention program will be arranged 
along sectional lines. Separate sessions 
will be held for the fire and allied lines 
section, casualty and allied lines, and 
the section for miscellaneous or spe- 
cial lines. The program for each sec- 
tion includes addresses by outstand- 
ing speakers in their respective fields 
and the meetings will be scheduled in 
such a manner that the general adjust- 
ers and all others interested may at- 
tend each session. 

The officers and members of the 
executive committee will meet on June 
9 and 10 at the Coronado Hotel to 
consider all items of business before 
the convention is called to order on 
June 11. 

Loss and claims executives of in- 
surance companies have been invited 
to attend the convention. Visitors 
may attend all sessions except the 
closed business meeting of June 13 at 
which time the business and reports 
to come before the membership will 
be presented and the annual election 
of officers held. Association officers 
and members of the executive com- 
mittee holding office during the present 
year were elected at the last annual 
business meeting in Dallas during 
May, 1941. They are: president, John 
C. Ryan, Utica, New York ; executive 
vice president, James N. Curley, Phila- 
delphia ; executive secretary-treasurer, 
Lynn A. Horton, Oklahoma City, 
Oklahoma; vice president in charge 
of fire and allied lines, William H. 
Moore, Wichita, Kansas; vice presi- 
dent in charge of casualty and allied 
lines, John W. Gainer, Austin, Texas ; 
and vice president in charge of mis- 
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cellaneous or special lines, R. T. 
Gustafson, Omaha, Nebraska. The 
executive committee is comprised of 
W. Julian Bell, Miami, Florida; 
Matthew J. Dailey, Boston, Massa- 
chusetts; Thomas J. English, St. 
Louis, Missouri; Frank E. Tidwell, 
Los Angeles, California; and M. J. 
Tierney, Chicago, Illinois. 

The St. Louis convention marks the 
beginning of the sixth year for the 
National Association of Independent 
Insurance Adjusters. 


Price Nominated For 
N.F.P.A. Presidency 


THE NOMINATING COMMITTEE OF 
THE NATIONAL FIRE PROTECTION AS- 
sociation has recommended to the 
Board of Directors the election of 
Dr. David J. Price, Bureau of Agri- 
cultural Chemistry and Engineering, 
United States Department of Agri- 
culture, Washington, D. C., to the 
presidency of the organization for 
the forthcoming year. The election 
will take place at the Association’s 
annual meeting at Atlantic City, New 
Jersey, beginning May 11. He would 
succeed Alvah Small of Chicago, who 
is now completing his second term 
as president. 


Other candidates advanced by the 
Nominating Committee are Richard 
E. Vernor, Chicago, and C. C. John 
son, New York, vice-presidents; 
Hovey T. Freeman, Providence, 
R. I., secretary-treasurer; and Al- 
bert T. Bell, Atlantic City, chairman 
of the board of directors. 


New Hampshire Regulations 
for Agent Examinations 


INSURANCE COMMISSIONER ARTHUR 
J. ROUILLARD OF NEW HAMPSHIRE 
has sent to all licensed insurance 
companies in the state the following 
regulations in connection with agents’ 
and brokers’ examinations conducted 
by the Department. The Commis- 
sioner’s order states that no devia- 
tions from these rules will be made. 

“In order for an applicant to qualify 
for taking an examination it will be 
necessary for the company that he is 
to represent to have their requisition. 
fee, and his personal application on file 
with this Department not later than 
the Monday preceding the examination 
on Friday. 

“If an applicant fails to pass the first 
examination he may take another in two 
weeks. If he fails to pass the second 
examination it will be necessary to wait 
four weeks before taking another. If 
an applicant fails in the third examina- 
tion he must wait six months before he 
can take another on the same subject. 
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The company’s requisition will be can- 
celed and the fee returned. New re- 
quisition, personal application, and fee 
will have to be filed at the end of the 
six months period before the applicant 


again appears for examination. 

“We have found that some companies 
give their agents very little, if any, 
preparation for the examinations they 


are required to take and we believe 
it is wasting the time and money of 
the applicant, the company and of this 
Department to permit an applicant to 
indefinitely repeat his examinations. If 
he knows that he will have to wait be- 
fore taking the third examination he 
will more seriously apply himself to 
the task of being better prepared in the 
beginning 

“If an applicant fails to appear for 
examination after receiving notices of 
three examination dates from this De 
partment, we will consider that he is 
not interested in becoming licensed and 
will cancel the company’s requisition 
and return the fee. In the case of a 
broker, we will cancel his application 
and return his fee. If, in the above case, 
the applicant furnishes satisfactory rea- 
sons why he could not appear for ex- 
amination and the company will again 
apply for his license, the requisition will 
be reconsidered and the applicant will 
again be given the opportunity to take 
his examination. It is not our intent to 


prevent anyone from taking an exami 
nation if he really desires to become a 
licensed agent. 


“Examinations are held every other 
Friday at 9:00 A. M. at the State House 
Annex, Concord, and applicants will be 
admitted until 2:30 P. M., after that by 


special permission only. The examina- 
tions consist of twenty questions and 
70 per cent is the passing mark. Ex- 


amination marks will not be given out 
before the Monday following the ex- 
amination. 

“All companies are requested to fur 
nish these instructions to their special 
or state agents who have charge of 
applying for agents’ licenses in New 
Hampshire.” 

* * * 


Charge to be Made for 
War Risk Insurance 


FREE WAR INSURANCE OF Cl- 
VILIAN PROPERTY AGAINST ENEMY 
damage will not be available under 
Senate Bill 2198 as approved by 
both Houses of Congress. Doth the 
Senate and House of Representatives 
adopted the report of a conference 
committee which had been named to 
iron out the differences which de- 
veloped between the two Houses in 
the original passage of the meas- 
ure. The final draft of Senate Bill 
2198 is reported to provide that the 
Reconstruction Finance Corporation 
shall supply up to one billion dollars 
to the War Damage Corporation for 
the provision through insurance, re- 
insurance, or otherwise of reason- 
able protection against the loss or 
damage to property, real and_ per- 
sonal, which may result from enemy 
attack or from .\merican forces re- 
sisting attack. 


RISK 


JoURNAL OF AMERICAN INSURANCE 


A date upon which the insurance 
is to be effective not later than July 
1, 1942, is to be fixed by the United 
States Secretary of Commerce. He 
also is to establish the rates of pre- 
mium or other charges and the terms 
and conditions for the insurance. 

The measure as approved by the 
Senate on February 3 provided free 
protection against war risks with a 
maximum limit per risk of $15,000. 
As adopted by the House of Rep- 
resentatives on March 2, however, 
the free insurance provision had 
been entirely eliminated. 


Personal Property Floater 
Being Studied in Connecticut 


INSURANCE COMMISSIONER 
C. BLACKALL OF CONNECTICUT HAS 
announced that the Insurance De- 
partment of that state is now con- 
sidering and studying possibilities for 
legalizing the use there of the per- 
sonal property floater policy. 


JOIN 


Several conferences have already 
been held and Commissioner [lack- 
all states that Connecticut plans to 
watch closely the activities of the 
New York Insurance Department in 
this connection. The Connecticut De- 
partment in commenting on the sub- 
ject said: 

“There has always been more. or 
less controversy over this policy; par- 
ticularly on the Atlantic Seaboard. It 
is, apparently, quite popular in the West 
and is, generally, written in all of the 
states in that territory except Michi- 
gan. Michigan feels that under their 
present law, it cannot be written and 
that further legislation must pass be- 
fore it can be authorized. The Michi- 
gan Department has no objections to 
the allowance of such a policy if legis 
lation is passed, but is refraining from 
taking sides on any proposed measures. 

“The personal property floater is 
broad coverage and is in effect while 
the property insured is in transit and 
is stationary. It excludes, of course, 
such articles as automobiles, motor- 
cycles, aircraft, etc. It has an element 
of theft, burglary, fire and liability in it. 

“Some states permit the 
it, with certain modifications. Rhode 
Island was one of the first Eastern 
states to approve it and recently Ver- 
mont has joined the number. One of 
the problems connected with the issu- 
ance of the policy is as to which class 
of companies should write it: fire, ma- 
rine or casualty? Marvland recently 
gave its approval to the coverage and 
indicated that any company could write 
it in Maryland which had chapter or 
corporate powers in its domiciliary 
state to write it. With companies in a 
group that have both a fire and casu- 
alty organization, this part of the ques- 
tion may not be important, but to fire 
companies without casualty running 
mates, and a casualty company without 
fire running mates, it is important.” 
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Black Elected President 
of United Mutual 


S. BRUCE BLACK, VICE-PRESIDENT- 
GENERAL MANAGER OF THE UNITED 
Mutual Fire Insurance Company of 
Boston, Massachusetts, since 1924, 
was elevated to the presidency at the 
organization’s recent annual meet- 


ing. He succeeds Louis K. Liggett, 
through whose efforts the United 


Mutual was organized in 1908. Mr. 
Liggett, who was elected chairman 
of the board, had served continuously 
as president of the company since its 
organization. Mr. Black is also presi- 
dent of the Liberty Mutual Insurance 
Company of Boston. 


In accordance with the statute en- 
acted at the 1941 session of the Mas- 
sachusetts legislature, permitting the 
writing of nonassessable policies in 
the State, policyholders of the com- 
pany at the annual meeting voted to 
issue such contracts on and _ after 


May 1, 1942. 


Henderson Heads Michigan 
"1752 Club’’ 


MAX M. HENDERSON OF THE SHEL- 
BY MUTUAL PLATE GLASS AND CASU- 
alty Company was elected president 
of the “1752 Club” of Michigan at 
a meeting of the organization held in 
Lansing on February 19. Other of- 
ficers elected were: J. M. Allen of 
the Guarantee Mutual lire Insurance 
Co., vice-president ; C. W. Parmelee, 
Michigan Bankers and Merchants 
Mutual Fire Insurance Company, 
secretary-treasurer ; and E. S. Vick- 
ers, Citizens Mutual Automobile In- 
surance Company, assistant secretary. 


Named to the executive committee 
were: William A. Blanchard of the 
Pawtucket Mutual Fire Insurance 


Co., S. M. Waugaman of the Central 
Manufacturers’ Mutual Ins. Co. and 
K. S. Vickers. 

Tentative plans for the organiza- 
tion’s annual convention to be held in 
lansing in May were discussed and 
Mr. Vickers was appointed chairman 
of the convention committee. William 
A. Blanchard was placed in charge 
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of speakers, C. W. Parmelee in 
charge of publicity, D. J. Woodward 
was named to handle arrangements 
and G. M. McNay of the Michigan 
Mutual Auto was placed in charge 
of invitations. It was announced that 
several well-known insurance author- 
ities have been contacted and definite 
speakers and plans for the meeting 
will be made public soon. 
* e e 


Rogers Elected President 
of Western Millers 


R. M. ROGERS, SECRETARY-TREAS- 
URER OF THE WESTERN MILLERS MU- 
tual Fire Insurance Company since 
1932, was elected president of the 
company at the organization’s 59th 
annual meeting held recently in Kan- 
sas City, Missouri. He succeeds the 
late E. D. Lysle of Leavenworth, 
Kansas. 

Carl W. Trapp, long assistant sec- 
retary of the company, was elevated 
to the office of secretary vacated by 
Mr. Rogers. 

The board of directors re-elected 
Paul M. Mohr, vice-president of the 
company, named R. A. Ridgway, 
president of the National Protective 
Insurance Company of Kansas City, 
to the post of treasurer, and elected 
K. E. Willis, who has been with the 
company for some time, assistant 
secretary. 

® s a 


Maryland Recommends Use 


of Renewal Endorsement Form 

JOHN B. GONTRUM, INSURANCE 
COMMISSIONER OF MARYLAND, STATES 
that the Insurance Department has 
received inquiries from fire insurance 
companies as to whether or not the 
use of the renewal endorsement form 
will be permitted in the state. 

This form, Commissioner Gontrum 
points out, has been used in Mary- 
land by a number of companies for 
many years and he believes that the 
extension of this practice will be 
practicable and result in saving both 
labor and paper during the emer- 
gency. 

Commissioner Gontrum has, there- 
fore, recommended and approved the 
use of the renewal endorsement form 
in the State of Maryland. 


Myers Heads Michigan Farm 


Excess of Loss Association 
W. J. MYERS OF DOWAGIAC WAS 
ELECTED PRESIDENT OF THE FARM 
Excess of Loss Association of Mich- 
igan at the organization’s third an- 
nual meeting held in Lansing on 
February 11. He succeeds L. A. Stid. 
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Arvid Mustonen was named vice- 
president, L. P. Dendel was _ re- 
elected secretary-treasurer and O. H. 
Holmes, H. L. Houseman, Mrs. F. 
W. Keasey and John Neddermeyer 
were placed on the governing board. 

Among the companies admitted to 
membership in the association by ac- 
tion of the annual meeting were 
Maple Grove Mutual Fire Insurance 
Company, New Lothrop; Franken- 
muth Mutual Fire Insurance Com- 
pany, Frankenmuth ; Ogden and Riga 
Mutual Fire Insurance Company of 
Blissfield; Farmers Mutual Fire In- 
surance Co. of Allegan and Ottawa 
Counties; German Farmers Mutual 
Protective Insurance Association, 
Port Hope; Farmers Mutual Fire 
Insurance Co., Kalamazoo; Genesee 
County Mutual Fire Insurance Co., 
Flint ; and Farmers Mutual Fire Ins. 
Co. of Manistee, Benzie and Mason 
Counties, Ludington. 

Several amendments to the Articles 
of Association of the organization 
presented to the annual meeting were 
unanimously adopted. 


Two New England C ompanies 
Elect New Officers 


TWO MEMBER COMPANIES OF THE 


MUTUAL FIRE INSURANCE ASSOCIA- 
tion of New England have an- 


nounced promotions. 

At a recent directors meeting of 
the Traders and Mechanics Insur- 
ance Company of Lowell, Massachu- 
setts, Harold K. Bartlett was chosen 
secretary and assistant treasurer. Mr. 
Bartlett formerly was assistant sec- 
retary of the company. 

At a special meeting of the direc- 
tors of the Lowell Mutual Fire In- 
surance Company of Lowell, Massa- 
chusetts, James A. Grant was elected 
secretary and treasurer to succeed 
Walter E. Murkland, retired. 


Farm Reinsurance Booklet 


May be Obtained Free 


IN OUR FEBRUARY ISSUE WE RE- 
PORTED PUBLICATION OF A NEW BOOK- 
let ‘Reinsurance Among Farmers 
Mutual Fire Insurance Companies” 
by Dr. V. N. Valgren, Principal 
Agricultural Economist, Farm Credit 
Administration, United States De- 
partment of Agriculture, and stated 
that the booklet could be purchased 
from the Superintendent” of Docu- 
ments, Washington, D. C. at 10c¢ per 
copy. Copies of the pamphlet can be 
obtained free of cost upon request to 
the Director of Information and Ex- 
tension, Farm Credit Administration, 
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Washington, D. C. until the supply 
available for free distribution is ex- 
hausted. 

ee e@ 


Cash Discount as Factor in 
Adjusting Mercantile Losses 


INSURANCE MEN EVERYWHERE HAVE 
BEEN EXTREMELY INTERESTED IN THE 
progress of the case of Wisco Hard- 
ware Co. v. Hardware Dealers Mu- 
tual Fire Ins. Co. (1 N.W. (2nd) 
774) which involves the question of 
whether insurer or insured gets the 
benefit of the cash discounts available 
when a loss is paid. Mr. Herbert W. 
Hirsh, of the Chicago law firm which 
represented the insurance company 
in this litigation, has furnished the 
Loss Research Division of the Federa- 
tion of Mutual Fire Insurance Com- 
panies the following informal analysis 
of the meaning of the opinion ren- 
dered : 

In adjusting mercantile losses the 
question of the consideration to be ac- 
corded cash discounts obtainable upon 
replacing the merchandise that has 
been destroyed has been a thorny one. 
Adjusters consistently have contended 
that such discounts are to be deducted 
from the cost of replacing the mer- 
chandise; many insureds have con- 
tended that discounts were not deducti- 
ble, generally basing their arguments 
upon certain treatises on accounting— 
these treatises treat cash discounts as 
financial earnings rather than as a re- 
duction in the cost of merchandise. 
Strangely enough, there was an abso- 
lute dearth of judicial opinion on the 
question. In the first decision on the 
point, just handed down by the Su- 
preme Court of Wisconsin, it has been 
held that cash discounts are properly 
deductible from the gross cost of the 
merchandise to be replaced. An ac- 
count of the case presenting the ques- 
tion, taken from the Court records, 
is of interest. 

The Hardware Dealers Mutual Fire 
Insurance Company issued a policy to 
the Wisco Hardware Company of 
Madison, Wisconsin, covering stock 
and fixtures in the amount of $155,000. 
The stock insured was destroyed by 
fire on May 20, 1939. The gross cost 
of replacing stock was agreed to be 
$150,666.21; the discounts available 
were agreed to amount to $2,112.14. 
The insured stoutly asserted that he 
was entitled to receive the full $150,- 
666.21; the insurer, with equal con- 
viction, held $148,554.07 was the 
amount which represented the in- 
sured’s loss to stock. The disputants 
having agreed on all other matters, 
special agreements were entered into 
under the terms of which the insurer 
paid the full amount of the loss with 


8—March, 1942 


the exception of the disputed cash 
discounts. The insured brought suit 
to recover the amount of the cash dis- 
counts. The insurer contended that 
the insured had been fully indemnified. 
The trial court sustained this conten- 
tion. The gist of the opinion was: 

“The insurer is liable for, only the money 
outlay necessary to enable the insured to 
replace the goods. The insurer is not liable 
for a discount which plaintiff will not have 
to spend. When insurer has indemnified the 
insured for all that insured will have to 
pay to get the same supply of goods again, 
then insurer has fully indemnified insured 
and fulfilled the contract of insurance.” 

Wisco’s action was dismissed. The 
Supreme Court of Wisconsin by 
unanimous decision on Jan. 3, 1942, 
affirmed the ruling of the trial court. 
Thus the view which adjusters always 
have taken on this subject now has 
judicial approval. 

e * * 


Texas Mutual Association 


Announce Officers for 1942 


OFFICERS OF THE TEXAS ASSOCIA- 
TION OF MUTUAL FIRE AND STORM IN- 
surance Companies for 1942, as re- 
cently announced, are George E. 
Kacir, president; A. J. Weber, vice- 
president, and LeDoux Smith, secre- 
tary-treasurer. 

Plans for the annual meeting of 
the association which will be held at 
Brenhan, Texas, on December 8 and 
9, 1942, are already in the formative 
stage and the program committee, 
headed by L. F. Niebuhr, promise 
some stellar attractions. 


* * * 
List of States Approving 


Renewal Certificates Grows 

THE NUMBER OF STATE 
COMMISSIONERS GIVING APPROVAL TO 
the use of renewal certificates in 
lieu of rewriting policies on expira- 
tion continues to grow and it seems 
reasonably safe to assume that the 
practice will have universal support 
from all states before long. 

The following states by official rul- 
ing have already declared the use 
of renewal certificates to be permis- 
sible: Connecticut, Illinois, Mary- 
land, Minnesota, New Jersey, Rhode 
Island, and Vermont. 

The states of Florida, Iowa, Kan- 
sas, Kentucky, Montana, North Car- 
North Dakota, Oregon, Ten- 

Virginia, Washing- 
ginia, and the District 
hile not having issued 

1] indicate that the 

te plan has merit. 
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introduced in the State Assembly to 
bring about the desired change. 

The New Hampshire Department, 
through Commissioner Arthur J. 
Rouillard, states that it is in sym- 
pathy with the use of renewal certifi- 
cates but that the constitutionality of 
the matter must be passed on by the 
Attorney General before an official 
ruling can be made. 

Insurance Commissioner Charles 
F. J. Harrington of Massachusetts 
likewise states that he is sympathetic 
toward the use of renewal certificates 
and hopes to be in a position to make 
a ruling shortly. James E. Curry, 
counsel for the Department, is now 
preparing an opinion on the subject. 

Deputy Commissioner F. M. Cor- 
dero of Michigan, head of the De- 
partment’s Fire Division, states that 
he sees no barriers to approval of 
the plan but will ask for a formal 
opinion from the Attorney General 
before approving such a program. 


Fire Waste Contest Winners 


to be Announced 

WINNERS IN THE 1941 INTER- 
CHAMBER FIRE WASTE CONTEST WILL 
be determined at a meeting of the 
National Fire Waste Council to be 
held in Washington, D. C., April 3. 
The Council is affiliated with the In- 
surance Department of the National 
Chamber. The final date for the fil- 
ing of reports in the contest was 
March 15. 

The more than 500 Chambers of 
Commerce enrolled in the contest re- 
port intensification of fire prevention 
activities to lessen fire hazards to 
the war production effort. 

The winning cities in six popula- 
tion classes will receive bronze en- 
graved placques at a session of the 
annual meeting’ of the National 
Chamber to be held in Chicago, 
April 27-30. 

* s 7 


Central Field Men in Annual 
Roundup 


BRANCH MANAGERS AND FIELD MEN 
OF THE CENTRAL MANUFACTURERS 
Mutual Insurance Company, who as- 
sembled at the home office at Van 
Wert, Ohio, during the week March 
16-20 for their annual roundup, 
agreed that the gathering was one 
of the most educational and benefi- 
cial ever staged by the company. 

The meeting, which was held un- 
der the guidance of H. A. Kern, 
agency secretary of the company, 
opened with an address of welcome 
by President L. G. Purmort. For 
the next five days attention was 
focused on a series of talks by de- 








partment heads with discussions un- 
der the lead of field men well versed 
in the subject, and round-table dis- 
cussions based on priorities, ration- 
ing, and the war effort and its effect 
on the various phases of property 
insurance underwriting. 

During the course of the meeting 
awards were presented to those indi- 
viduals who had distinguished them- 
selves in contests conducted by the 
company. Top prizes went to W. L. 
Wright, manager, Boston branch of- 
fice; S. C. Roper, resident secretary, 
southeastern department, Atlanta, 
Georgia; O. J. Schooley, special rep- 
resentative, Arkansas and Louisiana ; 
Hi. Hugh Petrey, special representa- 
tive, North Carolina and Virginia; 
and H. L. Petrey, manager, Pacific 
Coast department. 

eee 


Novak Named Illinois Deputy 


DIRECTOR OF INSURANCE PAUL F. 
JONES OF ILLINOIS HAS ANNOUNCED 
the appointment of Leon M. Novak 
of Chicago as deputy in charge of 
investigations in the Chicago office 
of the Illinois Department of Insur- 
ance. The new deputy is a well- 
known newspaper man and radio 
commentator and has been editor of 
Polish language newspapers and the 
Chicago correspondent for Polish 
newspapers throughout the world. 


February Fire Losses Up 18% 


FIRE LOSSES IN THE UNITED STATES 
DURING FEBRUARY TOTALED $30,819,- 
000 — an increase of $3,717,000 or 
18 per cent over the figure reported 
for the same month last year — ac- 
cording to preliminary estimates of 
the National board of Fire Under- 
writers. 

February losses, however, showed 
a decline of $4,746,000 or 13 per 
cent below the $35,565,000 total re- 
ported for January of this year. 

Losses for each month of 1940 and 
1941 and for the first two months 
of 1942 are shown in the following 
table: 








1940 1941 1942 
Jan. $ 36,260,650 $ 26,470,000 $ 35,565,000 
Feb. 34,410,250 26,102,000 30,819,000 
Total 
two 
mos. $ 70,670,900 $ 52,527,000 $ 66,384,000 
Mar. 29,788,800 31,471,000 ........ 
Apr. 26,657,190 29,330,000  ........ 
May 23,446,590 25,637,000  ......... 
June 19,506,000 24,943,000  ........ 
July 20,422,800 23,086000 ........ . . 
Aug. 20722100 ZAIZ2000.......- 
Sept. 21,198,000 24,668,000 ........ 
Oct. 22,091,140 30,833,000 ..... 
Nov. 23,449,000 23,822,000 ........ 
Dee. 26GI7Q00 FLARE . .cciicccs 
Total 
1z 


mos. $306,469,520 $322,357,000 
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Announces Promotions 

\T THE RECENT ANNUAL MEETING 
OF THE AMERICAN MUTUAL LIABILITY 
Insurance Company of Boston, Mas- 
sachusetts, George S. Harlan and 
Richard C. Parsons were elected as- 
sistant vice-presidents, and Lawrence 
M. Sibley was elevated to the office 
of assistant secretary. 

Mr. Harlan was admitted to the 
sar in 1925 and has been with the 
company for 15 years, having served 
in the Claims Department in St. 
Louis and Philadelphia from inves- 
tigator to division claims manager. He 
will serve as an assistant to G. Lester 
Marston, vice-president and manager, 
Claim Department. 

Mr. Parsons has a background of 
sales experience with a legal educa- 
tion, having served the company in 
a sales executive capacity in New 
York, Philadelphia, Boston, and more 
recently in Chicago. Mr. Parsons is 
now western division sales manager. 

Mr. Sibley’s business training since 
graduating from Harvard in 1923 has 
been wholly in the field of under- 
writing. He has served as under- 
writer of large casualty insurance 
companies and in an underwriting 
executive capacity in Eastern indus- 
trial centers which has given him 
broad insurance experience which 
will be valuable to him as assistant 
to Frank R. Mullaney, vice-presi- 
dent and secretary of the company. 


U.S. Accident Toll Up 5% 
in 1941 


ACCIDENTAL DEATHS IN THE 
UNITED STATES DURING 1941 TOTALED 
101,500 — 5 per cent above the 
1940 figure of 96,885 — according 
to preliminary accident figures pre- 
pared by the Statistical Bureau of 
the National Safety Council. 

The increase in the 1941 toll, the 
Council points out, was due entirely 
to traffic and occupational accidents. 
Accidental deaths in the home and in 
public places (excluding traffic acci- 
dents) dropped. Increased activity 
in all fields — largely attributable to 
the ever-increasing tempo of national 
defense — was the key to the greater 
accident toll. 
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The total of 9,300,000 injured in 
accidents last year was about 200,000 
greater than 1940. One out of every 
14 persons in the United States suf- 
fered a disabling injury during the 
year. The estimated economic loss 
of $3,750,000,000 from accidents in 
1941 covered both fatal and non-fatal 
accidents and includes wage losses, 
medical expense, the overhead costs 
of insurance, and property damage 
from motor vehicle accidents and 
fires. There were other large but less 
tangible losses, such as interruption 
of industrial production, which can- 
not be estimated. 

During the year motor vehicle ac- 
cident fatalities totaled 40,000 — 16 
per cent more than the 1940 figure 
of 34,501; deaths from occupational 
accidents rose to 18,000 as compared 
to the 1940 total of 17,000 — an in- 
crease of 6 per cent; fatal home acci- 
dents totaled 32,000 — a decrease of 
3 per cent; and public (not motor 
vehicles) accidents took an _ esti- 
mated 14,500 lives — a decrease of 
3 per cent over the 1940 total. In 
industry, the 6 per cent increase in 
deaths was far less than the 17 per 
cent rise in employment in manufac- 
turing industries and the 9 per cent 
gain in total nonagricultural employ- 
ment. 

In reaching an all-time high the 
1941 traffic toll topped the previous 
high of 39,643 established in 1937 
by more than 350. Although traffic 
deaths went up 16 per cent during 
the year, there was a corresponding 
increase of 11 per cent in mileage 
traveled and as a consequence the 
mileage death rate rose only 4 per 
cent. 

Huge as it was, the 1941 toll was 
not the highest on record. In 1936, 
there were 110,052 deaths or 8 per 
cent more than in 1941. The year 
1937 also topped 1941. The death 
rate per 100,000 population in 1941 
was 76.2. Only 11 of the last 40 
years had lower rates. The lowest 
rate was 68.3 in 1921. 


Rules Auto Dealers May 
Be Licensed as Agents 


ATTORNEY GENERAL ALBAN J. PAR- 
KER, JR., OF VERMONT, HAS NOTIFIED 
Deputy Insurance Commissioner Al- 
bert D. Pingree that Vermont’s in- 
surance agency license law does not 
require applicant to make insurance 
“principal” business and does not 
bar the licensing of automobile 
dealers as agents. 

According to the Attorney Gen- 
‘eral’s opinion, the fact that automo- 
bile dealers might be placed in a 
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favored position in soliciting insur- 
ance on the cars they sell, particularly 
in finance deals, is not to be consid- 
ered as material in passing on the 
worthiness and competence of appli- 
cants for licenses. 

The agents’ licensing law, the At- 
torney General pointed out, does not 
make any provision for the possible 
relationship between the insurance 
agent and the prospect and that the 
granting of the license to the appli- 
cant personally, is to be based upon 
those individual qualities of charac- 
ter which are referred to by law. The 
Attorney General also disagreed with 
the interpretation that the licensing 
law meant that the applicant should 
intend to engage in insurance as his 
principal business. 


Casualty Actuarial Society 
Meets May 15 


RICHARD FONDILLER, SECRETARY- 
TREASURER OF THE CASUALTY ACTU- 
arial Society, has announced that 
the group’s spring meeting will be 
held on May 15 at the Hotel Bilt- 
more in New York City. The meet- 
ing will be called to order at 
10:15 A. M. 

Members having papers in prep- 
aration have been requested to 
promptly send them in quadruplicate 
to the editor. If papers are received 
in due time, the editor will be en- 
abled to have them printed for dis- 
tribution at the meeting. 

Further details as to the program 
for the meeting will be made public 
about May 1. 


Traffic Deaths Up 7% 


in January 


DESPITE REPORTED CURTAILMENT 
OF CARS AND TIRES, AND DESPITE IN- 
dications by public opinion polls that 
travel has decreastd, figures compiled 
by the National Safety Council re- 
veal that traffic deaths in January 
were up 7 per cent over the same 
month a year ago. The Council points 
out, however, that fragmentary re- 
ports available to it although far from 
conclusive, show no January drop 
in travel. 

Traffic deaths in January totaled 
3,140 or 210 more than the figure 
recorded during the same period in 
1941. It was 22 per cent above the 
1940 total and 26 per cent higher 
than in 1939. 

The Council’s summation of the 
traffic situation follows in part: 

“Total traffic deaths in 383 cities of 
10,000 or more population which reported 





10—March, 1942 


for January were 6 per cent greater 
than in January, 1941. This increase in- 
dicates little or no curtailment in city 
traffic and is greater than that shown 
for most of the months of 1941. 

“Rural motor vehicle traffic deaths, 
on the other hand, increased only 8 per 
cent over a year ago — a sharp drop 
from the 20 per cent to 25 per cent in- 
creases recorded for most periods of 
1941. 

“Of 44 states whose January traffic 
death figures were available, 22 showed 
lower totals than in January last year. 

“Wyoming led with a 75 per cent 
drop. Montana and New Hampshire 
had reductions of 56 per cent and 50 
per cent, respectively.” 


Ottosen Returns to Utah 
Department 


C. N. OTTOSEN, WHO RECENTLY RE- 
SIGNED AS DEPUTY INSURANCE COM- 
missioner of Utah to become assist- 
ant attorney general of the state, is 
back at his old post with the insur- 
ance department. 

The assistant who Mr. Ottosen re- 
placed in the attorney general’s of- 
fice — a reserve Officer in the Army 
— failed to pass the physical re- 
quirements when called and _ re- 
turned to his former job. 

Inasmuch as no one had been se- 
lected to fill Mr. Ottosen’s post with 
the Department, he was immediately 
reinstated by Commissioner Carlson. 


Laboratory Tests May Cut 
Work and Traffic 
Accidents 50% 


DEVELOPMENT OF A METHOD BY 
WHICH “UNAVOIDABLE” AUTOMOBILE 
and industrial accidents may be cut 
50 per cent is announced by Charles 
A. Drake, of United Merchants and 
Manufacturers Management Corpo- 
ration, in a study just published by 
the American Management Associa- 
tion, New York City. 

Statistical work done by many in- 
vestigators over a long period of 
years, Mr. Drake points out, reveals 
that a few people in any group have 
most of the accidents. His studies go 
further and indicate that “accident- 
proneness” is an innate character- 
istic which may be measured and pre- 
dicted by simple laboratory tests. 
The accident-prone, he believes, are 
simply those whose muscles react to 
a situation faster than their eyes per- 
ceive it or their brains take it in. 

‘Some persons who take alcohol”, 
Mr. Drake writes in the current issue 
of the Association’s magazine, Per- 
sonnel, “seem to be first affected 


in their perceptual responses, while 
others 


are first affected in their 
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motor coordinations. The former 
would seem to be the most danger- 
ous drunken drivers. The increased 
proneness to accidents produced by 
physical impairments, by alcohol and 
by drugs seems to lie in the extent 
to which such influences change the 
relationship between perception and 
motor responses, rather than in the 
amount of physical injury or in the 
quantity of alcohol and other drugs 
ingested.” 

Mr. Drake’s experiments involved 
a group of employees for whom ac- 
cident records were available over 
a period of 17 months. One test for 
motor response, for instance, required 
the testee to pick up round pins, 
one with each hand, and to place 
them simultaneously in parallel rows 
of holes in a wooden block. Another 
test involved perception: Testees 
were asked to sort 120 colored metal 
tubes into six compartments accord- 
ing to color, and also to detect 30 
punch-marked items and place them 
in a separate compartment. In these 
and similar tests, employees with 
high accident records made _ better 
scores on the motor tests than they 
did on the perceptual tests, while the 
“safe” employees scored higher on 
the perceptual than on the motor 
tests. 

“If this difference between two 
types of behavior could be substan- 
tially modified by training and super- 
vision”, Mr. Drake declares, ‘the 
method would be useful only in iden- 
tifying employees who should have 
more training, and more intensive 
training, than their more fortunately 
endowed fellows. But efforts to mod- 
ify this relationship by practice have 
not met with much success, so we 
are impelled to the view that the trait 
is a relatively stable innate char- 
acteristic of human nature. 

“The practical applications of the 
method are easily foreseen. Having 
identified a job applicant as highly 
accident-prone, we may either reject 
him or assign him to a low-hazard 
job. It is fairly easy to classify all 
jobs on a scale of three to five points 
in degree of hazard. The least ac- 
cident-prone employees among those 
of suitable job ability should have 
the hazardous jobs, while the most 
accident-prone should be rejected or 
assigned to the safer jobs. If the 
only job we have available at a given 
time is hazardous, we are doing an 
accident-prone applicant no kindness 
in employing him. 

“There is reason to believe that 
when every one of the usual activi- 
ties of an accident-prevention pro- 
gram is in full operation, a further 
reduction of the rate and severity of 
accidents can be made by this method, 





and we estimate that this reduction 
will amount to not less than 50 per 
cent of the remaining accidents. And 
the implications for automobile driv- 
ers, aviation pilots and many others 
are too important to be ignored.” 


Earl S. Shartzer Dies 


EARL S. SHARTZER, ENGINEERING 
AND PRODUCTION MANAGER OF THE 
Utica Mutual Insurance Company, 
died at his home in Whitesboro, New 
York, on February 25th. 

Mr. Shartzer, prominent in mutual 
insurance and national safety affairs, 
had been in failing health for the 
past two years, but his sudden death 
from a heart attack was a surprise 
to all his friends and associates for 
he had conducted his many activities 
to within two days of his death. 

Earl Shartzer was born in Harris- 
burg, Pennsylvania, in 1890, and 
graduated from Harrisburg Techni- 
cal School in 1909. Until his asso- 
ciation with the Utica Mutual In- 
surance Company, he was connected 
with the Pennsylvania Steel Com- 
pany, the Harrisburg Pipe and Bend- 
ing Company, the Pittsburgh Cruci- 
ble Steel Company and the Alumi- 
num Company of America. While 
with the latter concern, Mr. Shartzer 
spent some four years in Norway, 
Sweden and England supervising the 
design, construction and operation 
of electrical process plants in those 
countries. 

In 1921, he joined the Safety En- 
gineering Department of the Utica 
Mutual in their Buffalo district. Two 
years later, he became head of that 
department, and in 1927, he was ap- 
pointed New business Manager as 
well, both of which positions he held 
until his death. 

He developed an unusual ability 

in safety work, not only in the in- 
surance field but in that of national 
safety. In 1928, he organized the 
Utica Safety Council, an organiza- 
tion that has achieved amazing re- 
sults in accident prevention in traf- 
fic, in school safety and in the home. 
Mr. Shartzer was an active member 
of the committee arranging the New 
York State Industrial Safety Con- 
test, sponsored annually by the Asso- 
ciated Industries Incorporated of 
New York State. 
Dynamically interested in all phases 
of safety, he traveled thousands of 
miles and gave hundreds of talks on 
safety before all types of organiza- 
tions, largely in his spare time. 

He was always an active member 
of every organization with which he 
became associated, both social and 
civic, 
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The safety of key workers becomes doubly important as America’s all-out war effort 
begins to roll. 


Importance of 


Human Factor 


In Industrial Accidents 


By RANDALL R. HOWARD 


HE startling increase -of acci- 
dents to workers in our war 
industries is stimulating safety 
engineers to give more and more at- 
tention to the newer psychological 
methods which are being developed 
for the control of such accidents. And 
this seems to prove that the safety 
movement in the United States is 
making progress in the third and 
newest stage of its growth — namely, 
increasing management interest in 
the human factors that may enter 
into an accident situation. 

During the first stage in the growth 
of the organized safety movement, 
which began about thirty years ago, 
management sought to lessen indus- 
trial accidents chiefly through mass- 
control methods. This might be called 
the “slogan era”. At the same time, 
of course, there were also beginnings 
in engineering revisions in industrial 
plants — the guarding or removal of 
the more obvious accident hazards 
in the working environment. 

But the chief effort in those be- 
ginning years was the attempt to con- 
trol plant accidents in a spectacular 
mass way. There were the display 
everywhere of “safety first’ signs, 
safety contests to entice and compel 
mass conformity, safety buttons on 


everybody, safety group awards, mass 
safety celebrations, community safety 
meetings to get the cooperation of 
the wives and children of the work- 
ers. It seemed generally assumed 
that most accidents were due to care- 
less work habits, and that all work- 
ers who really wanted to do so could 
work safely. 

There is no doubt that such mass 
safety activities did a great deal to 
stimulate group safety consciousness, 
and that such inspirational and edu- 
cational activities still are needed to- 
day. But it began to be realized dur- 
ing these beginning years that the 
mass safety promotional method was 
not the complete answer. There then 
developed the second stage of indus- 
trial safety promotion — the period 
of safety engineering revision. The 
real safety engineers began to come 
into the picture. They inaugurated 
a national program to make the 
working environment of industrial 
plants as foolproof as possible from 
the viewpoint of accident prevention. 
Machines were redesigned to build 
safety into them; safety guards were 
added everywhere; processes were 
changed to remove accident and 
health hazards; ingenious new per- 
sonalized appliances, such as safety 





goggles and safety shoes, were in- 
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vented; new plant housekeeping 
methods were enforced, to lessen ac- 
cidents from falls, handling mate- 
rials, etc. 

This second engineering-revision 
step in the promotion of industrial 
safety has been a brilliant one. Count- 
less lives saved, large insurance-pre- 
mium reductions, proof of close rela- 
tionships between operating safety 
and efficiency, increasing acceptance 
of the new theory that plant operat- 
ing supervisors also must accept re- 
sponsibility for enforcing plant safety, 
national standardization of safety 
codes and the writing of many of 
them into regulatory law — all these 
are among its results. And during 
this same national period — to which 
safety engineering undoubtedly con- 
tributed largely — American mass 
production methods were forging 
ahead to an unexcelled world reputa- 
tion for general efficiency which is 
being counted on heavily today by 
the Allied Nations in their all-out 
efforts to keep alive in the world the 
ideals of democracy. 

But this brilliant double achieve- 
ment of American industry during the 
past quarter-century — developing a 
high degree of safety engineering and 
speeding our machinery into a new 
world high in productive efficiency — 
has exacted a special price. The aver- 
age worker in industry is today be- 
ing put under more speeding-up pres- 
sure than ever before. And the aver- 
age worker, to fit efficiently into 
operating schedules, must be more 
highly trained and skilled than ever 
before in the history of American 
industry. Hence the increasing pos- 
sibilities of work-failure accidents, a 
certain percentage of which will re- 
sult in personal injuries. These work- 
failure accidents also represent higher 
direct and indirect costs than ever 
before. 

There are many evidences that the 
safety movement has entered into 
the third and newest stage of its 
growth — that safety engineers and 
personnel managers are giving in- 
creasing attention to the human fac- 
tor in the control of industrial acci- 
dents. There is also much evidence 
of the present importance of the acci- 
dent problem. 

The slogan of the gigantic Thir- 
tieth National Safety Congress, held 
last October in Chicago, was “Help 
Defense — Stop Accidents”. Speak- 
ers and delegates emphasized again 
and again increases in accidents in 
the war industries. Reports of sev- 
eral official regional representatives 
of the National Committee for the 
Conservation of Man-Power in In- 
dustry brought out that some of the 
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most startling of these increases were 
in the smaller industrial plants. Some 
of such plants apparently have been 
giving little or no systematic attention 
to accident prevention, as proved by 
described examples of plants with 
open hazards prohibited by state laws 
apparently not being enforced. There 
were also reports of increasing ac- 
cidents in many larger plants appar- 
ently with well organized safety pro- 
grams. And the most recent annual 
statistical reports of the National 
Safety Council show an alarming 
jump of 20 per cent in the 1941 acci- 
dent-frequency rates of a number of 
inter-plant contests conducted by 
community safety councils in leading 
industrial centers of the United 
States, presumably representing 
plants which have developed a high 
degree of safety consciousness. _ 

The Safety Congress gave consid- 
erable attention to the basic causes 
of these increasing accidents. R. L. 
Forney, Director of the Council’s In- 
dustrial Division, reviewed in a 
talk before the Aeronautical Section 
the cycle through which the safety 
movement has been passing: “The 
final step in the cycle”, he said, “has 
been a realization that accident pre- 
vention requires a careful study both 
of physical causes and personal causes 
of accidents. . .. We know that there 
are just two reasons why an acci- 
dent occurs: either there is an un- 
safe condition or an unsafe act. The 
progressive safety man is willing to 
face the facts on every accident that 
occurs. He is willing to dig deep 
into the circumstances, and to bring 
to the surface whatever cause or 
causes that exist.” 

He mentioned an analysis by the 
Council of 1,000 reported accidents. 
Eighteen per cent of them were tabu- 
lated as due wholly to mechanical 
causes, with no personal causes men- 
tioned. Twenty-two per cent were re- 
ported due entirely to personal causes, 
with no mechanical causes men- 
tioned. The remaining 60 per cent 
were tabulated as due to both me- 
chanical and personal causes. .. . “I 
believe it is not too much to say”, 
Forney concluded, “that industrial 
safety really depends on an accurate 
determination of accident causes. By 
this I do not necessarily mean an 
elaborate set of statistical records, 
but rather through investigation and 
a willingness to face the facts.” 


IMILAR opinions were brought 
out at an informal panel dis- 
cussion on “Fundamental Causes of 
Accidents”, presided over by W. 
Dean Keefer, former director of the 
Council’s Industrial Division and 
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now manager of the Engineering De- 
partment of Lumbermens Mutual 
Casualty Company. He defined as 
“the two major causes” of accidents 
in industry : 

1. Environmental causes — things 
wrong, conditions unsafe, things that 
you usually can look at and see and 
feel. 

2. Unsafe human behavior — the 
things that men do, their acts that 
get them into trouble. . . . “In this”, 
he added, “we have the human mind. 
And in our effort to control human 
behavior we get into a lot of ologies, 
isms, inexact sciences that make the 
job of controlling human behavior 
extremely difficult.” 

Keefer listed the following eight 
environmental causes of accidents and 
three behavioristic causes, based on 
the new Cause Code correlated and 
approved after several years of study 
by the American Standards Asso- 
ciation: 1—Unsafe procedure. 2— 
Defective agency, through use. 3— 
Improper guarding, or no guarding 
at all. 4—Defective agency, through 
design. 5—Unsafe dress apparel. 6— 
Unsafe housekeeping facilities. 7— 
Improper ventilation. 8—Improper 
illumination. 9—Lack of knowledge 
or skill. 10—Improper attitude. 11— 
Bodily defects. 

The discussions brought out nu- 
merous opinions about the behavior- 
istic causes. Said Dr. J. H. Hazel- 
hurst, one of a panel board of ex- 
perts: “I am disposed to see in every 
accident some psychological factor, 
which, if it had been prevented or 
forestalled or taken care of, would 
have kept the accident from occur- 
ring.” 

In a like panel session before the 
Petroleum Section, the safety en- 
gineer of a large oil company stated 
that his organization’s breakdown of 
accidents of the past twelve years 
indicated 55 per cent of them as 
having been due primarily to fail- 
ures of supervisory responsibilities ; 
and the remaining 45 per cent as 
having been due chiefly to action or 
characteristic of the individual. 

Still another Safety Congress 
speaker, the superintendent of indus- 
trial relations in a large Canadian 
steel and coal company, said that 
only 10 per cent of his organiza- 
tion’s accidents were chargeable to 
mechanical hazards, and that the re- 
mainder were as follows: faulty in- 
structing of employees — 30 per 
cent; inattention and carelessness of 
employees — 22 per cent: unsafe 
practices — 14 per cent; poor dis- 
cipline — 12 per cent; incompetency 
of employee — 8 per cent; physical 
unfitness — 3 per cent; mental un- 
fitness — 1 per cent. 





For a number of years the most 
largely attended Safety Congress 
sessions have been a series of four 
early morning classes on practical 
safety psychology. At the 1941 
Congress these classes were titled, 
“Human Engineering and Safety”, 
and it was stated in the official pro- 
gram booklet: “In the final analysis, 
the solution of the accident problem 
depends on our ability to deal effec- 
tively with a great variety of people 
— the aggressive, the backward, the 
indifferent, the egotistical, the de- 
pressed, the timid, the griper, and 
the trouble maker.” 

There has been considerable de- 
bate during recent years as to how 
far industrial plant management and 
safety engineers can go in the prac- 
tical application of psychological 
methods to the control of accidents. 
This has included some very frank 
comments on the psychological basis 
of the entire safety movement. Among 
the most frank of such comments are 
those by Dr. Charles S. Slocombe, 
a well-known industrial psychologist 
and managing editor of the Person- 
nel Journal. His opinions have been 
summarized in two articles in that 
publication on “The Psychology of 
Safety”. 

He reviews, from the viewpoint 
of psychology, the development of 
the safety movement in the United 
States. He gives credit to the early 
safety engineers, and also the insur- 
ance companies and government de- 
partments of factory inspection, for 
having played the most important 
part in reducing the accident hazards 
of industry. Then he reviews the 
development, which he says was “al- 
most concurrent with the develop- 
ment of this safety engineering”, of 
the mass-appeal methods of the early 
safety movement, that is, the putting 
of group safety pressure on workers 
he believes that this is the stage in 
which the safety movement stands 
now. “It seems highly probable”, he 
says, “that most of this mass appeal 
effort is wasted effort, and in vain. 
For, in general terms, it seems that 
the only persons who listen to this 
appeal are the ones who would not 
have accidents anyway.” 

His specific criticism of accident- 
control procedure in most industrial 
plants is that “no mathematical anal- 
yses of individual accident frequen- 
cies” are being made to try to find 
out which workers are especially sub- 
ject to accidents, for the purpose of 
then centering the accident control 
program on these workers. 

He explains that the mass-apneal 
safety advocates do not fully under- 
stand the application of the psvcho 
logical principle of conformity. This 
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principle assumes that if enough of 
mass safety pressure is developed 
within a plant, that workers in gen- 
eral will conform. Just as, for in- 
stance, like group pressure will en- 
force general quietness in a library 
and pious attention in a church. How- 
ever, there are bound to be some 
chance exceptions — some who will 
whisper in a library, or have acci- 
dents in a plant. But if all the work- 
ers in a plant were equally affected 
by the mass safety appeal and were 
capable of equal safety response, the 
chance accidents would be distributed 
among the workers in accordance 
with the law of small probability. 
Hence, if the accidents were so dis- 
tributed, and if there were but few 
accidents in the plant, the industrial 
psychologist would consider the plant 
fairly safe. But, if there were a con- 
siderable number of accidents, it 
probably would imply lack of proper 
mechanical safety guarding. 


N the other hand, if the acci- 

dents of the plant are not dis- 
tributed among the workers in ac- 
cordance with the law of chance, it 
will prove that some of the work- 
ers are having more than their nor- 
mal percentage of accidents, hence 
are accident-prone. However, Dr. 
Slocombe objects to the use of this 
term; because “it carries with it the 
implication of having some incurable 
disease.” He likes better to call them 
“accident repeaters”, or “multiple 
accident men’. 

He criticizes the policy of many 
industrial plants which keep records 
of only their more serious lost-time 
accidents. Such records, he insists, 
may be quite misleading as to the 
real accident experience of the plant 
and the distribution of the accident 
repeaters, and hampers attempts to 
aid such workers. He cites the ex- 
ample of one worker who during 
about two years visited the plant dis- 
pensary 43 times for the redressing 
of small injuries, most of which did 
not result in any recorded lost time 
from work. In one plant with 6,600 
workers, which he considers as typi- 
cal “with a good safety record”, there 
were 259 major lost-time accidents 
during the year — but an additional 
total of 19,270 minor injuries which 
required the attention of a doctor or 
nurse. Thus, each worker had an 
average of nearly three minor in- 
juries, and one of them had 37 in- 
juries. He estimates that there were 
in this plant 908 “‘non-conformists or 
accident repeaters”. 

Dr. Slocombe believes that it is not 
practicable to try to cull out in ad- 
vance the accident repeaters in a 
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plant exclusively through the use of 
the various kinds of psychological 


tests that are available. Various 
studies have been made of the rela- 
tionship of the accident proneness of 
individual workers to their blood 
pressure, reaction time, fatigue time, 
age, and other factors. None of such 
tests, he believes, are conclusive, but 
all are indicative. He thinks that 
each accident case must be studied 
and rated individually, because so 
many possible psychological factors 
may enter into the accident prone- 
ness of any individual. Hence any 
practicable battery of tests that might 
be assembled or devised would rep- 
resent only a small part of the pos- 
sible causes of the accident proneness 
of a worker group. 

Dr. Slocombe is very frank in his 
professional opinions about the con- 
trol of accident proneness among 
workers. “This work”, he says, “can 
be done only by a first-class indus- 
trial psychologist, who can take care 
of 5,000 employes, who should be 
paid not less than $6,000 a year, and 
who would, with proper backing, 
save the company that hires him one 
hundred times his salary, in reduced 
accident costs.” 

As a direct comment on these rec- 
ommendations, it might be repeated 
(as mentioned in a previous article 
by the writer in the Journal of Amer- 
ican Insurance) that it is reported 
that 40 to 50 industrial organiza- 
tions of the country today are em- 
ploying the services of one or more 
professionally trained industrial psy- 
chologists, and that 300 to 400 in- 
dustrial establishments with more 
than 500 employes are making use 
of various kinds of mental and physi- 
cal tests. The work of industrial 
psychologists includes the develop- 
ment and administration of such tests, 
for use in the selection and placement 
of new workers, the training of new 
and older workers and supervisors, 
and the aiding of various kinds of 
problem employes, including  acci- 
dent repeaters. 

Another specialist in accident con- 
trol, who has strong opinions about 
the possible application of the prin- 
ciples of psychology to this problem, 
is H. W. Heinrich, as outlined in the 
1941 edition of his book on “Indus- 
trial Accident Prevention”. It will 
be remembered that a few years ago 
Heinrich stirred up a great deal of 
interest in industrial safety circles by 
his chart on “the foundation of a 
major injury’; and also by his re- 
search conclusions that the indirect 
costs of industrial accidents are at 
least four times as great as the usu- 
ally tabulated direct costs. 
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In the first place, Heinrich makes 
a sharp distinction between industrial 
accidents and industrial injuries. He 
defines an accident as “‘an event in 
which (a) the contact of a person 
with an object, substance or another 
person, or (b) exposure of a person 
to objects, substances, other persons 
or conditions, or (c) the movement 
of a person, causes pefsonal injury 
or suggests the probal®lity of such 
injury.” 

sased on this definition, it is the 
business of a progressive safety en- 
gineer to find out about and control 
in his plant the causes of all the ac- 
cidents, which may cause or may not 
cause injuries. And there will be 
vastly more accidents than injuries. 
In fact, Heinrich’s investigations in- 
dicate that out of 330 work acci- 
dents in a plant, an average of 300 
of them will be no-injury accidents, 
29 of them will result in minor in- 
juries, and only one in the 330 will 
cause a major injury. Heinrich es- 
timates that there were in 1940 in 
the United States — in addition to 
the estimated totals of 17,000 deaths 
and 1,400,000 lost-time injuries — 
“probably over 40,000,000 additional 
minor injuries’. He believes that in- 
dustry has been very slack, to date, 
in recording the really basic statistics 
of industrial accidents, from the 
viewpoint of aid in their control. 

As the result of his study of 75,- 
000 accident cases, Heinrich believes 
that only 2 per cent of them are un- 
preventable; 10 per cent are classi- 
fied as due to unsafe mechanical or 
physical conditions; and the remain- 
ing 88 per cent as due to unsafe acts 
of persons. He estimates that under 
ordinary plant operating conditions, 
probably 25 per cent of these acci- 
dents would have been charged by 
management as due to unsafe me- 
chanical conditions; but he thinks 
that only 10 per cent of them were 
so chargeable. In the total, he thinks 
that 98 per cent of accidents are of 
preventable type; 50 per cent prac- 
ticably preventable; and only 2 per 
cent are unpreventable. 

It is Heinrich’s opinion that indus- 
trial accident prevention in the United 
States has been developing along 
three distinct lines. The first step has 
been guarding and elimination of 
machine and physical or material 
hazards without use of cause-analy- 
sis. The second step has been selec- 
tion of remedies based on practical 
cause-analysis that stops at the selec- 
tion of the proxitnate and most easily 
preventable causes, and _ considers 
true psychology when results are not 
produced by simpler methods. The 
third step has been selection of reme- 
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dies based on psychological analyses 
of underlying causes. 

Heinrich believes that “industry 
in general has not yet taken full ad- 
vantage of its opportunities in the 
second step’; and that “the ideal 
situation is one wherein all three steps 
are taken”. 

“There is’, Heinrich summarizes, 
‘‘a vast and practically virgin field 
of usefulness in applied safety psy- 
chology, and it is one which should 
receive more immediate and wide- 
spread consideration. By no means, 
however, would it be wise to act on 
the false assumption that safety en- 
gineering has outlived its usefulness 
and that psychology is all that re- 
mains. As a matter of fact, a great 
deal of psychology is an inherent 
part of practically conducted safety 
engineering and is applied daily un- 
der the guise of better understood 
terms.” 

* * « 


UMEROUS examples of how 

industry is utilizing the prin- 
ciples of psychology in a practicable 
way to meet present-day war condi- 
tions, was brought out at the recent 
annual meetings of the National 
Safety Congress, previously men- 
tioned, and also at the recent annual 
conference in Chicago of the Per- 
sonnel Division of the American 
Management Association. 

One such important field of ac- 
tivity is improved methods in the 
selection and placement of new em- 
ployes. At one of the recent Safety 
Congress sessions of the Wood Prod- 
ucts Section, Associate Professor V. 
S. Karabasz of the University of 
Pennsylvania spoke on “The Impor- 
tance of Personnel Training in the 
Safety Program”. He insisted, as a 
part of this program, that “no effec- 
tive training program can proceed 
unless the persons to be trained are 
properly selected for their work. No 
matter how effective a training pro- 
gram may be, it cannot achieve any 
measure of real success unless the 
men are properly selected for the job. 
_.. The next step”, he added, “would 
be a careful job analysis — proceed- 
ing on the theory that all of the fac- 
tors affecting the job must be con- 
sidered. . Such a job analysis is 
not only valuable from the point of 
view of training in production and 
safety, but also from the point of 
view of familiarizing the foreman 
with the details of the jobs under his 
supervision, and it not infrequently 
results in improving the methods of 
performing the job.” 

The practicability of employment 
tests for the placement of workers 
at the particular kinds of jobs at 
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which they can work both efficiently 
and safely has been brought out at 
many of the recent sessions of the 
Personnel Division of the American 
Management Association. At one 
such session, Dr. Harold C. Taylor, 
psychologist at the Hawthorne Works 
plant of the Western Electric Com- 
pany, described “A Test Program in 
An Industrial Company”. He stated 
that this plant had been carrying on 
practical research in this field for 17 
years, and that they then had care- 
fully validated selection tests, to sup- 
plement interviews, for about 85 per 
cent of their new workers, mostly 
unskilled for factory and office, but 
also including tests for tool and die 
making and other plant trades. 


He believes that a chief value of 
these tests has been the elimination 
of workers unable to meet the mini- 
mum company standards set for par- 
ticular jobs. Tests also help later in 
selecting the better workers, for aid 
in their promotion to other related 
jobs requiring higher skills; and 
tests also aid them in selecting work- 
ers for promotion to supervisory jobs. 
The validation of this company test 
has proved that the failure of a can- 
didate to get a passing grade in a 
test was almost certain to result in 
a later job failure. The battery of 
tests which they set up for particular 
jobs usually will include a test of 
intelligence, as well as validated tests 
for mechanical or muscular aptitudes 
— because it has been found that in 
some kinds of work, with monotonous 
or repetitive features, that a worker 
who grades too high in intelligence 
usually will soon become dissatisfied. 


At the recently-held Safety Con- 
gress the need of the proper safety 
training of both new and older work- 
ers was much emphasized. This was 
interpreted to include, among other 
things, careful attention to the se- 
lection of foremen trainers who are 
themselves safe workers. In one of 
the sessions previously mentioned, Dr. 
J. H. Hazelhurst said: “In the safety 
work that I have done in industry, 
time and again I have found that 
people do not appreciate the neces- 
sity of building in the nervous sys- 
tem an established habit that works 
automatically, so that you do not 
pay any attention to it. The only way 
it can be done is for the man to do 
the thing the proper way every time 
with no deviation. One deviation can 
undo many, many safe practices in 
a given situation.” 

It was emphasized in one session 
talk on “Retraining of Skilled Work- 
ers”, that this might best be accom- 
plished through classes of study in 
job analysis for the older workers 








and the training of supervisors and 
prospective supervisors. “Training for 
safety”, it was stated, “is no differ- 
ent from the training for any other 
requirement of the job. It should be 
taught in the same way and at the 
same time. When the job is analyzed 
for the purpose of teaching the work 
operations, this analysis should in- 
clude all the safety features.” 


NDUSTRIAL psychologists are 

giving much attention to the use 
of temperament or personality tests, 
in trying to understand and aid the 
problem employe, and this class nat- 
urally will include many high-acci- 
dent workers. It is reported that at 
least 200 companies, including a num- 
ber of very large industrial concerns, 
are using such tests, often to supple- 
ment other aptitude tests, intelligence 
tests, and physical examinations. 
Some concerns require all new em- 
ployes to take such a test, to aid 
them in getting their workers orig- 
inally placed in jobs to which they 
will be emotionally adjusted. They 
also get a line on those with abilities 
seeming to fit them for later promo- 
tions, and in these days of rapid ex- 
pansions, the biggest problem in 
many plants is qualified supervisors. 
These tests are also much used as an 
approach in aiding the re-adjustment 
of older employes who for unknown 
reason seem to have gone “haywire”. 

One such temperament test, largely 
in vogue today, contains 318 printed 
questions with “yes or no” answers. 
The questions seem quite simple, 
hence usually will be answered frank- 
ly, especially when the one ques- 
tioned understands that the whole 
purpose of the test is to aid him to 
find the work for which he is espe- 
cially fitted or toward advancement 
at his job. The questions are really 
in groups, which will reveal to the 
trained psychologist the questionee’s 
hidden traits and prejudices and in- 
hibitions, as well as his qualities of 


self-control, self-interest, emotion, 
imagination, and inspiration. The 


test results must be wisely interpreted 
by one experienced in its psychologi- 
cal purposes, and may be followed up 
by a confidential personal interview. 

The revelations of such tests may 
relate closely to understanding the 
emotional disturbances of an employe 
who might be, in such a state, highly 
susceptible to accident. Such acci- 
dent possibilities were brought out 
in one of the Safety Congress ses- 
sions — forum in the Food Indus- 
tries Section, at which one of the 
board of experts was Dr. Hart E. 
Fisher, chief surgeon of the Chicago 
(Continued on page 28) 
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The Insurance 


JoURNAL OF AMERICAN INSURANCE 


Manager and 


Prevention 


By P. D. BETTERLEY 


CONSULTANT FOR INSURANCE BUYERS 


HE most urgent need today is 

maintenance of production and 

protection of property, both in 

the interest of National Defense and 
preservation of assets. 

Insurance is essential in the fore- 
going program, but no amount of it 
will fully cover losses. It, in itself, 
will not maintain production nor re- 
store property, but merely assist the 
insured financially. Prevention is the 
only means of eliminating interrup- 
tion and securing that which one pos- 
sesses. 

Business executives generally have 
been prone to consider a large num- 
ber of casualties as unavoidable, but 
the varying experiences of firms and 
the low minimum of losses sustained 
by some, would indicate that this 
viewpoint is not too convincing. 
There are cases where the supposed 
“irreducible minimum” in losses has 
been cut and cut, until the record is 
looked upon with envy by those who 
consider themselves “less fortunate”. 
Any firm applying itself with deter- 
mination to the problem of preven- 
tion and proceeding in a practical 
manner is due for a surprise. 

We have ‘in mind one concern 
which had so many compensation 
losses in one year that the insurance 
carrier paid out more in direct bene- 
fits, than the entire premium collected. 
\ few years later this concern was 
enjoying a 50 per cent credit on its 
insurance rates. It had been efficient 
in several departments, but its insur- 
ance and prevention work had not 
been coordinated. 

\ certain operating department in 
a factory was contributing a major 
portion of severe accidents. Owing 
to natural hazards of processing, 
these events had been listed as un- 
avoidable, but the Insurance Man- 
ager was not satisfied — he knew 
what those accidents were costing in 
compensation benefits, lost produc- 
tion, and suffering. He introduced a 
plan of control, with surprising re- 
sults — that department went two 
full years without a lost-time acci- 
dent! Its subsequent record was also 
far better than anticipated. 

Insurance and prevention work are 
major problems of management, con- 
sequently the relationship between in- 
surance managers and other execu- 


tive superviso's should be one of close 
affiliation, a .. mpanied by unity of 
action. The ;rogram must be com- 
prehensive to make it effective, re- 
quiring c:..able leaders to correlate 
the activ its. 

Insurance Managers have an excel- 
lent opport:1ity to aid materially in 
accident prevention work, for they 
are in a position to know the effect of 
accidents and prevention on insurance 
costs. This reason, if there were no 
others, would make them logical co- 
ordinators of all protection efforts. 
They are intermediaries between the 
insuring organizations and the actual 
operators of business. Providing the 
Managers are familiar with physical 
property conditions, operating proc- 
esses, and changes affecting insur- 
ance, they can also be very helpful 
to the underwriters in their preven- 
tion program, and stimulate these 
activities in their own organizations. 

These managers should be engaged 
in a cooperative effort with those in 
immediate charge of safety, main- 
tenance, and production, that they 
may accomplish a reduction in the 
number of accidents and mitigate the 
efforts of those losses which make up 
most of the insurance costs. Provid- 
ing these supervisors work together, 
there will be a nearer approach to 
maximum results. 


The goal of the Insurance Man- 
ager ought not to be the purchase of 
all available insurance, but to reduce 
those requirements to a minimum 
consistent with the security of busi- 
ness assets. This will tend to em- 
phasize the value of loss control. The 
following specific duties represent 
major responsibilities of the Insur- 
ance Manager in carrying out a 
united program of prevention work: 


1. Reporting Accidents: the re- 
porting of accidents and claims is 
not a minor activity. The data fur- 
nished is used by State Compensa- 
tion Boards, Insurance Carriers, or 
the Court having jurisdiction in the 
case, as evidence in passing judgment 
upon the merits of the claim. Self- 
incriminating statements are made all 
too often and many unjustified claims 
may be avoided by those experienced 
in handling the reports. It is natural 
for people to become claim-conscious 
when it is easy to collect. Every pre- 
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vention program should recognize the 
existence of these “hazards”. 

2. Analysis of Causes: the inves- 
tigation of accidents and analysis of 
causes should be participated in by 
the Insurance Manager. Every acci- 
dent has a cause induced by physical 
conditions or lack of precautions by 
one or more persons. It is better to 
anticipate the causes and eliminate 
before the accident, but until we reach 
that enviable state of perfection we 
should profit by lessons originating 
in actual events. The Insurance De- 
partment can be made a centralized 
Research Bureau to the advantage 
of all. 

3. Adjustment of Claims: this 
function may properly come under 
the jurisdiction of the Insurance 
Manager, who is best qualified when 
he knows every angle of insurance 
procedure. He is sufficiently removed 
from production problems, to oper- 
ate judiciously in the matter of com- 
pensation and public liability claims. 
Creating goodwill is a decided factor 
of safety in itself. Satisfied employes 
are boosters for safety. Furthermore, 
all claims can be more effectively con- 
trolled and minimized by the one per- 
son who is familiar with every pro- 
tection angle. 

4. Buy the Best Insurance: the 
Insurance Manager should purchase 
that insurance which offers greatest 
possible inducement for prevention 
through the medium of experience 
credits. The selection of an under- 
writer who will render the greatest 
possible aid in prevention work pro- 
duces good returns and stimulates all 
safety activities. 

e * * 


HERE are many provisions in 

insurance policies having to do 
with prevention and the Insurance 
Manager is presumed to know what 
acts of safety are necessary to com- 
ply with these requirements. -He 
should be conversant with the type 
of prevention work which will fur- 
ther reduce the insurance costs and 
provide broader protection. Insur- 
ance rates fluctuate according to loss 
experience, therefore, if the insured’s 
losses are reduced, the aggregate cost 
of protection is materially lessened, 
and there will be indirect benefits be- 
cause insurance does not cover all 
losses. The field of prevention offers 
the most prolific source of gathering 
in the dollars. 

The old adage that an ounce of 
prevention is worth a pound of cure 
is as adaptable to the elimination of 
casualty hazards as it is to any other 
happening. Protection costs just 
about so much for every property 
owner and employer, either in the 
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form of insurance premiums or ef- 
forts to prevent casualties. It is ob- 
vious that the latter method pays good 
dividends for modern business proce- 
dure does not allow for absorption 
of large losses, nor the cessation of 
production and service facilities. It 
is well to consider the comparative 
economics of prevention and insur- 
ance : 

1. Insurance Costs Keduced by 
Prevention: insurance costs are al- 
ways regulated by losses, the insur- 
ance carriers establishing in due 
course an average experience which 
enables them to fix a basic charge for 
the various types of hazards occur- 
ring in a given industry, and there 
is no occasion for material increases 
in those costs unless the frequency 
and severity of accidents increase. It 
follows that the cost of insurance will 
be less for the insured, if losses can 
be prevented. The efforts of all in- 
surers to inspect risks and induce 
prevention are paid for out of funds 
collected from the purchasers of in- 
surance. 

2. Comparative Costs of Preven- 
tion and Insurance: as a rule reason- 
able preventative methods do not cost 
as much as insurance nor equal the 
loss which may be sustained by a 
casualty. The insurance carriers 
must collect enough to cover the 
direct benefits to injured persons, 
acquisition engineering and 
general service charges, adjustment 
expense, and profit. 

If the owner or operator elects to 
assume his own risk, he will escape 
some of the expenses incident to in- 
suring, but will still have to pay di- 
rect benefits and administrative ex- 
penses incident to his assumed plan. 
He may also be handicapped in his 
inability to spread the risk among 
many insured units. 


The expenditure for prevention 
work which permanently eliminates 
the cause of losses, is not to be com- 
pared with insurance costs, for the 
savings will eventually amortize the 
initial expense. The temporary or 
repeater type of accident prevention 
represents a periodical saving as 
compared with insurance charges or 
those loss costs which are attribut- 
able to uninsured risks. A most 
attractive feature of prevention work 
is the constant saving realized as 
long as the favorable conditions are 
maintained. 

3. Economical Distribution of 
IXxpense: the question will arise as 
to how much may be economically 
spent on prevention efforts. When- 


costs, 


ever prevention is reasonably certain 
to last for an indefinite period and 
the hazard has heretofore produced 
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losses, there can be little argument 
against the expenditure. The sug- 
gestion has been made that the cost 
of protection, safety work, and cor- 
related matters, be charged to one 
account known as “protection ac- 
count”. In reality the cost of pro- 
tection is the aggregate of prevention 
expense and the premium charged 
by the insurance underwriters car- 
rying the risk. If the Insurance 
Manager had such a record he 
would be able to verify the justice 
of credits allowed by the insurers 
for prevention work. It could be 
used in connection with an accu- 
rately kept “cost of accidents rec- 
ord’, to determine if it is economi- 
cal to insure the remaining hazards 
which seem to be unavoidable. 

4. Good Investment: the prop- 
erty owner or operator of a_busi- 
ness is apt to be agreeably surprised 
at the results of prevention work. A 
slight investment of funds is usually 
repaid manifold. While the irreduc- 
ible minimum in accidents may soon 
be reached as far as the installation 
of new safety guards and protective 
devices will prevent their occur- 
rence, maintenance care, safety edu- 
cation and research possibilities are 
never exhausted. It is possible to 
minimize the chances or extent of 
loss where full prevention cannot 
be accomplished. It has been said 
that the indirect cost of accidents 
are at least four times the direct ex- 
pense. Avoiding accidents turns 
these losses into profits. 


HE control possibilities within 
the premises range from power 
and process regulations, and efficient 
protective equipment, to continuous 
educational features. Public liability 
losses or accidents may be largely 
controlled by manufacturers, mer- 
chants and owners of properties, by 
maintaining safe conditions, watching 
the public to avoid fake accidents, 
and taking a firm stand against pay- 
ment of unjustified claims. It is pos- 
sible for most insurance carriers to 
do much through cooperative efforts 
with the insured. Here again the In- 
surance Manager has an opportunity 
to assist, by coordinating the work. 
The Insurance Manager should be 
consulted when contracts are entered 
into for construction work, and for 
services to be rendered by railroads, 
power companies, and others of a 
similar nature. If orders for altera- 
tions, changes in protective equip- 
ment and movement of machinery are 
routed through the Insurance De- 
partment, many hazards may be 
avoided. This recommendation does 
not carry the implication that the 





Insurance Manager is superior, but 
it does emphasize the strategical posi- 
tion of that individual. The require- 
ments and penalties of his insurance 
contracts, when thoroughly under- 
stood, indicate the way to provide the 
soundest protection at minimum cost. 
The Insurance Manager learns the 
prevention methods which will main- 
tain that sound coverage and knows 
what penalties will be imposed for 
violations and bad accident experi- 
ence. The result will be stimulated 
activity in prevention work. 

The proximate cause of an acci- 
dent is not the breaking down of 
machines from natural causes as 
much as it is the failure of some 
person to do the thing which should 
have been done. A fitting selection 
of safety-minded employes would 
help, but usually an accident is due 
to a preventable occurrence in the 
ordinary method of performing the 
work. The responsibility for this is 
often traceable to the lack of manage- 
ment control, which permits the 
working system to break down at 
its weakest point. Arousing the in- 
terest of those in immediate supervi- 
sion of the operations, is an urgent 
necessity. 

If maximum results are to be ob- 
tained from combined efforts, there 
must be team work. The Insurance 
Manager needs the point of view of 
the factory superintendent, personnel 
and safety supervisors and his fa- 
miliarity with insurance problems 
should enable him to pull a share of 
the load. All should counsel with 
those on the outside of the organiza- 
tion who are in a position to give 
sound advice in an unprejudiced way. 

There is a tendency to place too 
much reliance upon the inspections of 
insurance companies, municipal au- 
thorities and other outside agencies. 
It should be remembered that the 
inspectors are human, are not quite 
as familiar with the processes and 
hazards peculiar to each individual 
business and do not make very fre- 
quent visits to the premises. The 
owner or employer and his repre- 
sentatives are constantly on the prem- 
ises and a reasonable amount of vigi- 
lance would go a long way in pre- 
venting accidents. If the Insurance 
Manager has pertinent qualifications 
for his position, he will be naturally 
fitted to align these various preven 
tion efforts. 

A manufacturing company had ex- 
erted much effort in various depart- 
ments to prevent accidents to em- 
ployes, but the records grew steadily 
worse, until the ratio of losses to 
compensation insurance premium was 


(Continued on page 28) 


“s 













but 
Osi- 
ire- 
nce 
Jer- 
the 
‘ost. 
the 
ain- 
OWS 

for 
eri- 
ated 


CCi- 
of 
as 

ome 

yuld 
tion 
yuld 
due 
the 
the 

s is 

age- 

the 

1 at 

in- 

TVvi- 

rent 


ob- 
here 
ance 
v of 
nnel 
fa- 
ems 
e of 
with 
1iza- 
give 
Nay. 
too 
is of 
au- 
cies. 
the 
juite 
and 
dual 
fre- 
The 
pre- 
‘em- 
vigi- 
pre- 
ance 
ions 
rally 
ven 


ex- 
art 
em 

idily 


s to 


was 








Photo by Chicago Architectural Photographing Co. 





JOURNAL oF AMERICAN INSURANCE 


March, 1942—17 


enn ee me 
arstees 


i 


i 


wf 
ie 


eC CP ea eee 


Huge concentrations of value in metropolitan areas make the role of reinsurance carriers an increasingly important one. 


Premium Volume Vs. Surplus As the Key 


to Catastrophe Reinsurance Coverage 


HEN Abraham Lincoln once 

was asked to settle a cracker 

barrel argument as to the 
proper length of a man’s legs, he an- 
swered simply: ‘Long enough to 
reach to the ground.” The equally 
simple answer to the question “How 
much catastrophe reinsurance should 
a mutual company carry ?’’ is 
“Enough to cover all possible excess 
loss above a retention that can be 
absorbed without serious adverse ef- 
fect upon surplus or underwriting 
results or both.” This answer, like 
lincoln’s, may settle the argument 
but it is of little help to the com- 
pany executive who has the question 
on his desk. Those who have strug- 
gled with the problem will probably 
agree that there is no certain formula 
which can be applied easily and that 
each company must work out its own 
answer with the help of an intelligent 
analysis of its own concentrations, 
the type of business it writes, and its 
hnancial position. 


A review of the catastrophe rein- 


By AMBROSE B. KELLY 
GENERAL MANAGER, 
AMERICAN MUTUAL REINSURANCE COMPANY 


surance contracts of a large number 
of mutual fire insurance companies 
indicates that there is no uniformity 
in approach and that similar com- 
panies often have secured very dif- 
ferent types of catastrophe contracts. 

The problem breaks down, first of 
all, into two divisions: 

1. How much should the initial re- 
tention of the company be before its 
catastrophe contract applies? 

2. Having determined the initial 
retention, how much catastrophe re- 
insurance should be purchased above 
that retention ? 

Taking the first item, the initial 
retention, there are three different 
approaches. There are some com- 
panies that feel they should deter- 
mine the amount of their retention 
by the size of the first loss they can 
take without seriously affecting sur- 
plus, and those companies generally 





regard their catastrophe reinsurance 
as insurance of their surplus. One 
reinsurance broker with whom I dis- 
cussed this subject said that a com- 
pany should fix the initial retention 
under its catastrophe contract at a 
figure that it can pay without ad- 
versely affecting the balance sheet 
that the company will make. I think 
that that has been a widely used ap- 
proach among the mutual fire in- 
surance companies. The manage- 
ments of those companies have said 
to themselves, or to their directors: 

“We have accumulated a large sur- 
plus over a number of years. The 
justification for that surplus is go- 
ing to be its use in paying any 
catastrophe loss that this company 
may incur, but there must be a limit 
to the amount of that surplus that 
we pay out in any single disaster. If 
we pay too much, the efficiency of 
this company as a working organiza- 
tion for its policyholders is going to 
be impaired: its competitive position 
is going to be affected badly. So we 
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will regard this catastrophe insur- 
ance as an insurance of our surplus, 
and if we feel that we can lose one- 
fifth or one-half of our surplus in 
a single disaster, we will make that 
the amount of our retention before 
the catastrophe contract applies. If 
we feel that, because of competitive 
pressure, or because we wish to keep 
our surplus at near its present lev- 
els, the percentage should be a lower 
percentage, we will go down the 
scale.” 

A company. in using such a stand- 
ard, may ignore its premium volume. 
If this were done it might be said 
that a company which through the 
years has accumulated a tremendous 
surplus, far larger than any probable 
catastrophe loss, far larger than the 
limit on the catastrophe insurance 
which it would carry, could therefore 
afford to operate without catastrophe 
reinsurance. A few companies do so. 

Consideration of premium volume 
brings up the second approach. Many 
companies try to determine the 
amount of their initial retention, not 
on the basis of how much surplus 
they can afford to lose, but on the 
effect a loss will have on the under- 
writing results of the company. 
Through pro rata reinsurance they 
protect themselves against a shock 
loss on a single risk and through 
their catastrophe reinsurance they 
are trying to protect themselves from 
the shock of a loss invviving many 
risks, which cannot be guarded 
against on their line sheets, but 
which would still result in the com- 
pany’s showing an adverse under- 
writing experience for the year. 

A company adopting such a stand 
ard has its premium volume in mind 
in fixing its retention rather than its 
surplus, and the company may wish 
to protect itself against a loss in- 
volving a number of risks, which 
would result in more than a 5 per 
cent increase in the loss ratio of 
the company in the year in which 
the loss occurs. 

Such a company has its line sheets 
which are revised steadily; it is 
watching its concentrations; it casts 
an eagle eye on its block limits; yet 
the managers feel that there may be 
a fire which is not really a major 
conflagration, but which may be a 
very dangerous fire as far as experi- 
ence for the year is concerned. The 
loss suffered in such a fire involving 
a number of risks may give the com- 
pany an unfavorable loss experience 
for the year, and put the manage- 
ment somewhat in disfavor with its 
board of directors; it might be one 


of the contributing factors toward 
making it necessary for the company 
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to reduce its dividend. Therefore 
some companies, in trying to deter- 
mine the amount of their retention, 
fix it not on the basis of their sur- 
plus but on the basis of their pre- 
mium. The standard is based on how 
much they can lose in a single dis- 
aster without having an adverse re- 
sult for the entire year. 

The retention based on premium 
theory is, of course, seen at its full 
bloom in the underwriting of excess 
contracts to cover automobile or 
windstorm, where the underwriting 
results of the department are com- 
pelled to stand upon their own feet. 
A company has a catastrophe con- 
tract with a comparatively small re- 
tention in the automobile field or the 
windstorm field, because it realizes 
the necessity for protecting the un- 
derwriting results of that depart- 
ment, and the manager of the de- 
partment feels more comfortable with 
such a contract. 


HE third approach is some- 

where between the first two. It 
really is a compromise based on the 
judgment of the underwriter or the 
executive who makes the contract, 
sometimes based on the recommenda- 
tions of the reinsurance broker or 
the reinsurance man handling the 
contract. The manager does not want 
to take the retention down so low 
that it would give him real protec- 
tion on his underwriting results be- 
cause of the high catastrophe rein- 
surance rate, yet he hates to take 
the retention up as high as would 
be justified on the basis of surplus. 
Let it be assumed that the company 
has two million dollars in surplus 
and perhaps a half million dollars 
in premiums. If the retention is 
based on surplus, one may say, “The 
company easily could afford to lose 
one-tenth of its surplus, or $200,000 
in a single disaster.” Yet the judg- 
ment of the underwriter or of the 
executive says that such a retention 
for his company is far too high, with 
a premium volume of only $500,000. 


What then should be the retention 
on the basis of the $500,000 premium 
volume? If that is all fire premium 
one may say, “Oh, the normal loss 
ratio is 40 per cent ; $200,000 a year 
is what will be paid in losses. The 
maximum line on any single risk is 
$5,000. The company should take 
a contract which would attach at 
$20,000, so that if there was a single 
loss which involved four or more 
risks and amounted to four per cent 
of our premium volume, or 10 per 
cent of our normal losses, any loss 
above that as a result of one occur- 
rence would be covered.” 





Then the executive says, to him- 
self or his directors, “We have a 
$2,000,000 surplus that we have ac- 
cumulated all through the years as a 
conflagration reserve. How can we 
justify starting our contract at $20,- 
000?" So he splits the difference, 
picks a figure out of the air, and 
starts his contract at $50,000 or 
$75,000 or $100,000. 

All that can be said to any com- 
pany in its consideration of this prob- 
lem is that it should know what it 
wants to do for itself. It cannot make 
up its mind and do it fairly, unless 
it considers both its surplus position 
and its premium position. It must 
consider the basic attitude of the 
board of directors towards the sur- 
plus. In their minds, is that surplus 
a conflagration reserve which has 
been accumulated through the years 
principally from the standpoint of 
its usefulness in a possible conflagra- 
tion, or do the directors regard the 
surplus as the working capital of 
the organization, badly needed to 
finance any expansion of the busi- 
ness of the company and to keep 
it in a strong competitive position 
with other companies and therefore 
to be protected by every legitimate 
means against any decrease, — not 
a 10 per cent decrease, but against 
any decrease? 

The position in which a company 
finds itself at any particular time 
may determine the approach which 
the company wishes to use in deter- 
mining its own retention. If it has 
just passed through a period of very 
favorable loss ratios and has moder- 
ately favorable expense ratios, so 
that the dividend has been earned by 
a substantial margin year in and 
year out, it may feel that it can af- 
ford to have a high retention, since 
its normal operating results will en- 
able it to absorb without adverse re- 
sult a fairly heavy loss. 

On the other hand, the company 
just may have had a couple of bad 
years. As a result of those two years, 
surplus has been reduced and divi- 
dends have not been earned even 
without the additional shock of a 
loss which is far more than it is 
willing to pay on a single risk but 
still less than it normally considers 
as its retention under its catastrophe 
contract. There were a number of 
instances in 1941 in which com- 
panies suffered losses which were 
well within the retention under their 
catastrophe reinsurance contract and 
yet which, to the companies them- 
selves, were serious matters. As a 
result of that year’s experience there 
are going to be some readjustments 
in the retentions of companies on 
their catastrophe contracts. 
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F a company adopts the theory that 

catastrophe reinsurance should be 
purchased in order to protect its 
underwriting results, it is important 
that the catastrophe contract be writ- 
ten with a substantial participation 
— say 10 per cent — in any catas- 
trophe loss on the part of the com- 
pany itself. That is, of course, re- 
garded as very desirable and very 
necessary by the reinsurance com- 
pany or the reinsurance underwrit- 
ers, whether they are the American 
Mutual Reinsurance Company or the 
underwriters at Lloyds or any rein- 
surance company. It is also very 
important from the standpoint of the 
reinsured company, because any ca- 
tastrophe contract which it may se- 
cure may still result in a substantial 
loss to the company without a re- 
covery under the catastrophe rein- 
surance contract. The company does 
not expect to bring the catastrophe 
contract down to its regular line 
sheet. There is, in such a percentage 
participation in the catastrophe con- 
tract, the finest possible incentive to 
the underwriter to keep down his 
concentrations in any particular lo- 
cality or under any situation, and to 
avoid the creation of a situation in 
which there will be a loss involving 
a number of risks. 

The rates charged for catastrophe 
reinsurance influence the company in 
determining the amount of its reten- 
tion. \lany companies have hesitated 
to bring their retentions on their ca- 
tastrophe reinsurance contracts down 
to the point ‘where they would pro- 
tect their underwriting results be- 
cause they felt that they could not 
justify to their directors or them- 
selves the premium which they would 
have to pay for the catastrophe rein- 
surance. 

The catastrophe underwriters have 
enjoyed generally a favorable experi- 
ence. As a result of that favorable 
experience, they have found them- 
selves under constant pressure to re- 
duce rates. Their answer to the pres- 
sure has been the same answer which 
the insurance companies have made 
to policyholders in the direct field: 
“Don’t reduce the rate; let us 
broaden the coverage for you.” In 
consequence, company after company 
in the past ten years gradually has 
brought down the amount of its re- 
tention or increased the top limits 
of its contract without paying any 
additional premium for that increased 
protection. 


I think that the rates in the fu- 
ture, of course, will be based on the 
catastrophe experience of the mutual 
companies, as they have been in the 
past. If there should be a definite 
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trend on the part of mutual com- 
panies towards a reduction in their 
initial retention before their catas- 
trophe contract applies, the rates to 
be charged will depend on what hap- 
pens. If those lower retentions re- 
sult in a sharp increase in loss fre- 
quency, a sharp increase in the 
amount of loss paid, obviously there 
will be a tendency towards a higher 
rate level. 


In the past, the catastrophe rein- 
surance field has had a feast or a 
famine. Either the catastrophe rein- 
surance paid nothing or it paid a 
great deal. To name an instance in 
past history, it is probable that 
Lloyds underwriters paid out in the 
New England hurricane of 1938, in 
losses to the mutual companies, more 
than they had collected in the previ- 
ous three or four years in premiums. 
In some of those other years, they 
probably paid out little or nothing in 
catastrophe reinsurance losses, and 
yet, because of a single disaster, they 
probably had an adverse five-year 
experience. 

As the trend toward lower reten- 
tions continues, there will be many 
more catastrophe losses to pay, be- 
cause the contract will attach ear- 
lier; but with the higher premium 
and the greater frequency should go 
a steadier loss ratio, and perhaps it 
will be possible to tell whether or 
not the general level of catastrophe 
rates is a correct rate level. 

e e + 

HEN a company has decided 
where it wants its catastrophe 
contract to attach it must then de- 
cide on the amount of coverage it 
needs. There is a very simple rule: 
“Buy too much rather than not 
enough.” There are a number of 
factors which inevitably must be con- 
sidered by a company faced with that 
problem. First, and most important, 
there is the question of the extent 
of the concentrations of liability on 
its books. To what degree is the busi- 
ness of the company concentrated in 
a single state, perhaps even in a 
single community? To what degree 
is it spread rather thinly across a 
wide area of territory? Perhaps it 
does business in all 48 of the states. 
In what states is the business con- 
centrated and are any of them un- 
duly exposed to windstorm loss? 
Does it operate on an agency basis 
and have a concentration of business 
around a single agent? It may oper- 
ate on a direct basis, writing princi- 
pally risks of a certain class which 
are’ widely scattered, and therefore 
have a spread of liability which is 
general throughout a large territory. 
Each company must, in setting its 
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top limits, analyze its own concen- 
trations of liability. When a company 
starts on such an analysis, it is not 
sufficient to say, “Our business is 
concentrated in a single state.’ If it 
is, then the executives have to say, 
“In what communities in this state 
is our business concentrated?” It 
may discover that there are perhaps 
three cities in that state from which 
it derives the bulk of its business. 
Then the company must take the 
next step and break down its liabil- 
ity in that city. 

Most of the companies that have 
such concentrations have realized 
that for many years, and have main- 
tained Sanborn maps. Some have 
tried to watch their liability by 
blocks, although the block is a unit 
found principally among those com- 
panies that use line cards. 

The companies who use Sanborn 
maps for the most part will watch 
their liability by sheet, and they will 
also try to see that that liability is 
spread throughout the sheet, that it 
is not concentrated in three or four 
adjoining and exposing risks. 

There is a final step which few 
companies have taken, even though 
going this far discloses the fact that 
they have very substantial concen- 
trations of liability. The last step is 
the breaking down of the community 
into conflagration districts, with an 
attempt to correlate the liability on 
one sheet of the map with the liabil- 
ity on other sheets which represent 
territory in the same conflagration 
district. A territory like New Eng- 
land, for example, will afford many 
instances of communities in which 
the mutual companies are writing 
very substantial amounts of liabil- 
ity. Such companies take catastrophe 
reinsurance contracts with much 
higher limits than are found in other 
sections of the country for companies 
doing a comparable business. In very 
few instances, however, will one find 
a company which has actually taken 
a town apart and said, “Not only 
is our total liability in this town so 
much in hundreds of thousands or 
millions of dollars, but the commu- 
sity itself is naturally divided by riv- 
ers, by hills, by open spaces, into six 
or seven or eight districts in which 
there is the possibility of a conflagra- 
tion”, and until one reaches that 
final point, it is difficult for the com- 
pany to say where its top limit 
should be. 


Suppose there is a city out here 
in the Middle West or in New Eng- 
land or in the Middle Atlantic States, 
in which a company has $5,000,000 
in net liability. What probable max- 
imum loss does the liability repre- 
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sent? Is it 20 per cent, $1,000,000? 
Is it 50 per cent? And the limits a 
company should carry, of course, de- 
pend a great deal upon the answers 
to those questions. 

If a company has no towns in 
which it has such concentrations its 
problem is much simpler. It can af- 
ford to carry a low limit. But if it 
is faced with that problem of heavy 
concentrations of liability the final 
step is to try to break down the 
communities in which there is the 
greatest exposure into conflagration 
areas, and then to try to determine 
the liability in each of those areas 
and the degree to which it is subject 
in a total loss. 

Probable maximum loss estimates 


are one thing on paper and some- 


times an entirely different thing 
when the loss reports are on the loss 
manager’s desk. Any company which 
is trying to determine its probable 
maximum loss from a conflagration 
will be far better off if it errs on the 
conservative side, estimates a much 
higher probable maximum loss than 
it really thinks is possible, and then 
buys a contract which will protect 
it fully against such a loss, than to 
make the mistake the other way and 
buy a small contract based on an 
optimistic hope that perhaps one fire- 
resistive building in the middle of 
the block represents a cut-off. If a 
company makes a mistake and buys 
too much catastrophe reinsurance, it 
has paid a few dollars in premium 
that it really did not need to pay; 
but if it finds out that there has 
been a mistake in estimating the 
probable maximum loss in a con- 
flagration area, it may be out of 
business. The risk as against the 
gain must be carefully weighed in 
reaching a decision. 
* * * 


A SECOND point which some 
companies have considered in 
determining their limits, is the ad- 
vertising value of high limits. That 
is particularly true if the other com- 
panies with which it is in competi- 
tion are known to carry contracts 
with very high catastrophe limits. 
Many of these things are matters of 
comparison. 

Some individual instances already 
have come to my attention in which 
a company is carrying a larger ca- 
tastrophe contract than it really 
needs on any realistic approach to its 
catastrophe problem, because there 
is some advantage from its standpoint 
in saying, “Well, Company A has 
$1,000,000 in catastrophe coverage 
over a $50,000 retention. So have 
we.” There is a real value to such 
protection in the mind of the agent 
and in the mind of the policyholder, 
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if it ever gets down that far ; the pol- 
icyholder who is sufficiently inter- 
ested in the insurance business to 
ask about catastrophe coverage is 
often favorably impressed to learn 
that a company carries a very high 
limit. 

I think, too, that the top limits 
which companies have been carrying 
in the past — and this is particularly 
true in the Middle West — have 
been affected by the windstorm ex- 
posure. There has_ been a definite 
tendency in recent years for mutual 
companies to increase their top limit 
in the Middle West, and in many 
cases that increase has taken the 
form of a windstorm excess on top of 
a general catastrophe excess, so that 


‘for windstorm there was a first and 


a second contract. 

The windstorm exposure has both- 
ered underwriters, and quite cor- 
rectly, I think, because it is so dif- 
ficult to estimate. The underwriters 
of a company consider the town in 
which their home office is located and 
say, “From a fire standpoint, we 
know where we are. We have so 
much liabNity. We know the blocks 
in which it is located; we know the 
areas into which our community is 
divided’; we think that we can make 
a pretty good estimate of the maxi- 
mum fire loss that might fall on our 
company because of a fire in our 
town. But on windstorm, what can 
we do? Every policy that we write 
on every risk in the town is theoreti- 
cally exposed to the possibility of a 
total loss. It is true that there has 
never been a storm in our town 
which has caused a total loss, but we 
have had very severe storms. We 
remember storms which hit other 
communities, Albany, Miami, Gaines- 
ville, St. Louis, with explosive vio- 
lence and did tremendous damage, 
and therefore the windstorm hazard 
bothers us.” 

Take a single community. l'rom a 
fire standpoint the underwriter feels 
that his fire liability there has no 
effect whatever on the fire liability 
he has in the next town five miles 
away. But from a windstorm stand- 
point, both are exposed to the possi- 
bility of loss in a single occurrence. 

A great change in the windstorm 
picture has taken place in recent 
years due to the widespread use of 
the extended coverage endorsement. 
In looking at windstorm liability to- 
day as against windstorm liability 
of ten years ago, there is a tremen- 
dous growth, and it frightens under- 
writers just a little because of the 
difficulty of setting limits to a single 
storm. 

Under closer analysis it will be 
discovered that actual windstorm 


premiums, windstorm only, are far 
smaller today than they were ten 
years ago, and that there now exists 
a tremendous windstorm liability be- 
cause of the use of the extended covy- 
erage endorsement. 

“Well”, you say, “we pay, just 
the same, if those risks blow down, 
don’t we?” 

And the answer is, “No, you 
don’t.” The extended coverage en- 
dorsement is written by attachment 
to the fire policy and, by its terms, 
it is almost mandatory for the in- 
sured to carry the extended coverage 
endorsement up to the same amount 
as he has on his fire insurance. When 
he was writing windstorm insurance 
alone and he had a dwelling house 
that was worth $10,000, what did he 
do? He carried $1,000 in windstorm 
insurance. Now, if he is carrying 
$8,000 in fire insurance, he is also 
carrying $8,000 in extended cover- 
age endorsement. 

Has a company multiplied its 
possibility of loss eight times by sub- 
stituting the Extended Coverage En- 
dorsement for that old Tornado pol- 
icy? It does not seem so, and the 
records of every windstorm that has 
hit in the Middle West, on the Gulf 
Coast or in New England will bear 
that out. Windstorm losses, in prob- 
ably 99 out of 100 cases, are partial 
losses, and the windstorm loss, in 
probably 95 out of 100 cases, is a 
loss of less than 10 per cent of the 
value of the property insured. 

¢ e 63 

NY decision as to the amount of 

catastrophe reinsurance a com- 
pany should carry can be reached only 
after a complete analysis of its busi- 
ness. It can be done only in the case 
of each individual company by hard 
work, by going in and just taking the 
business apart, by trying to correlate 
the catastrophe reinsurance contract 
with the general underwriting pro- 
gram of the company. It depends 
upon what the board of directors 
wants its surplus to be used for. It 
depends upon the experience the 
company has had in the past three 
years. It depends upon its concen- 
trations in any particular area. It 
depends upon the way premiums are 
distributed between Fire, Windstorm 
and Automobile. It depends upon 
so many factors that the only way 
that anyone can tell any company 
how much catastrophe reinsurance it 
should carry is to say, “Find out the 
answers to these questions” — and 
they will go on for pages — “and 
when you have the answers to those 
questions, no one needs to tell you 
how much catastrophe reinsurance 
you should carry. You can answer that 
question very well for yourselves.” 
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KENTUCKY ENACTS MANY BILLS 





OF INSURANCE INTEREST 


HE regular session of the Ken- 

tucky Legislature which recently 
adjourned enacted a number of bills 
directly affecting insurance compa- 
nies, some of them of particular in- 
terest to mutual carriers. The Legis- 
lature adjourned several days earlier 
than usual in order that a special ses- 
sion might be called to consider re- 
districting of the state. 

A digest of the more important 
bills which became law follow: 

H. B. 237—This bill which became 
law without approval requires mutual 
insurance companies and reciprocal 
exchanges to file with the Director 
of Insurance the name and address 
of employees, solicitors, salesmen or 
agents engaged in the solicitation or 
sale of insurance. These names are 
to be forwarded on or before Novem- 
ber 1 of each year, together with a 
fee of $3 for each such person. The 
Director of Insurance shall thereupon 
issue to each person a license certify- 
ing that he is the authorized repre- 
sentative of the insurance carrier. No 
person shall solicit insurance without 
such a license which expires Novem- 
ber 1 of each year. The Director may 
refuse or revoke a license for certain 
specified causes and provision is made 
for judicial review of the Director’s 
action. The provisions of the .bill do 
not apply to life insurers nor to as- 
sessment or cooperative insurers or 
their agents, employees or representa- 
tives. 

H. B. 247—The Governor has ap- 
proved this measure which represents 
the result of numerous conferences 
between representatives of the mutual 
carriers and insurance department 
officials and amends the mutual law 
of Kentucky in several respects. 
Under this bill the financial require- 
ments for both domestic and foreign 
companies are changed and increased. 
A surplus of not less than $50,000 is 
necessary to organize a mutual fire 
insurance company. The financial re- 
quirements for domestic mutual casu- 
alty companies are changed to require 
varying amounts of surplus depend- 
ing upon the kind or kinds of busi- 
ness the company proposes to trans- 
act. In order to transact automobile 
insurance, workmen’s compensation 
insurance, liability other than work- 
men’s compensation insurance, plate 
glass, steam boiler, burglary, or use 
and occupancy insurance, a surplus 
of $50,000 is required; to transact 
fidelity and surety business or title 
insurance, a surplus of at least $200,- 
000 is required. 


In order to transact more than one 
of these kinds of insurance, a surplus 
equal to the combined requirements 
is required but not more than $200,- 
000. A company may transact both 
automobile and live stock insurance 
with a surplus of $50,000 where the 
business or membership of the com- 
pany with respect to the live stock 
business is limited to those engaged 
principally in the business of farming, 
dairying, or beef-cattle raising and the 
maximum liability is not more than 
$250 for one animal or $5,000 for 
more than one animal. 

The maximum single risk for both 
fire and casualty companies is not to 
exceed 10% of the surplus possessed 
by the company. No company that 
has been issued a license shall trans- 
act business unless it continues to 
comply with these requirements. 


The financial requirements for for- 
eign insurance companies are also 
increased. No foreign mutual fire 
insurance company can be admitted 
unless it has a surplus of at least 
$50,000. A foreign mutual casualty 
company must have a surplus of at 
least $300,000. A saving provision 
has been inserted stating that this 
shall not prevent the admission or 
licensing or readmission or relicensing 
of any foreign mutual insurance com- 
pany now authorized to transact busi- 
ness in the state if such company shall 
at all times maintain a surplus of at 
least $50,000. 

The coverage section of the mutual 
law has also been changed so far as 
it concerns fire insurance companies. 
In the past, the mutual law has not 
specifically enumerated the coverages 
that mutual fire insurance companies 
may write but has incorporated by 
reference the provisions of Section 
762a-23. Since this is a confusing 
method of describing fire coverages, 
the mutual law has been amended to 
specify in detail the kinds of business 
that fire insurance companies may 
write, including allied fire lines and 
automobile risks other than public 
liability. The specific reference to 
allied lines and automobile risks was 
made necessary since the Statutes 
Revision Commission had held that 
these coverages were impliedly re- 
pealed several years ago. 

H. B. 249—This bill which has also 
been signed by the Governor amends 
the coverage section applicable to stock 
fire and casualty companies. The bill 
specifically provides that fire insurance 
companies may write allied lines and 
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automobile insurance other than pub- 
lic liability. As indicated in connec- 
tion with the mutual bill, H. B. 247, 
this is necessary because of the Sta- 
tutes Revision Commission’s holding 
that these coverages had been im- 
pliedly repealed. A provision in the 
bill specifically states that mutual fire 
insurance companies shall have au- 
thority to write the various fire cov- 
erages set out in the bill. This results 
in a redundancy since H. B. 247 con- 
tains the same authorization. How- 
ever, H. B. 249 repeals Section 762a- 
23, the section which has been the 
authorization for mutual fire insur- 
ance companies in the past. It was 
necessary to insert the authorization 
in H. B. 249 in view of the fact that 
if the mutual bill failed to pass, there 
would be no authorization for mutual 
fire insurance companies. 


H. B. 339—A measure amending 
the various sections of the law tax- 
ing insurance companies which has 
also been approved by the Governor. 
The mutual law tax section is 
amended to retain the present tax 
rate, which is the same as for stock 
companies, but it is provided that all 
premiums, however designated, in- 
cluding amounts paid for member- 
ship or policy fees, shall be taxable. 


The bill contains a provision of 
very much interest to all insurance 
companies in connection with muni- 
cipal taxes. At the present time all 
municipalities have power to levy 
taxes on insurance companies without 
any specific limitation in amount. This 
bill requires all cities which are au- 
thorized to impose license fees and 
taxes upon insurance companies to 
file with the Insurance Department a 
copy of all ordinances which impose 
such fees or taxes. It further pro- 
vides that any fee or tax shall be 
based upon a percentage of the pre- 
miums received by the companies for 
insurance on persons residing or 
property located wjthin the corporate 
limits of the city, but shall not be 
less than $5 a year. 


H. B. 348—This bill, which is also 
of interest to mutual insurance com- 
panies, has been signed by the Gover- 
nor. It relates to policies which are 
required to be filed with and approved 
by the Commissioner of Highways 
and provides that no such policy shall 
be issued or delivered unless counter- 
signed by a duly licensed resident 
local agent in Kentucky who shall 
receive the full commission thereon. 
Prior to its passage it was amended, 
however, to exempt assessment or 
cooperative associations or compa- 
nies, mutual companies, reciprocal or 
inter-insurance exchanges, attorneys- 
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in-fact, or their agents, servants or 
employees or representatives. 


EVERAL other bills of more 
general interest also became law. 
They include the following: 

H. B. 6—Provides for an amend- 
ment to the constitution of Kentucky 
authorizing the Legislature to pro- 
vide for a compulsory system of 
workmen’s compensation. This sys- 
tem shall not cover domestic, farm 
or steam railway employees and their 
employers, nor charitable, eleemosy- 
nary and educational institutions or 
their employees, but such employers 
and employees by joint application 
would be given authority to accept 
the provisions of any such workmen’s 
compensation law. 

H. B. 54—Amends the workmen’s 
compensation law to provide that 
when an employee who has been 
awarded disability compensation shall 
die as a result of such injury prior to 
the payment of the amount of the 
award, then the dependents of the 
deceased employee shall be allowed 
and paid all allowed and unpaid 
awards made to the employee. Pro- 
vision is made regarding the proce- 
dure to be followed by dependents 
in making their claims. The total 
amount to be paid to the decedent 
and his dependents shall not exceed 
the amount now payable for death at 
the average weekly wages of the de- 
ceased at the time of his injury and 
the weekly payments to dependents 
shall not exceed $12 a week. 

H. B. 161—This bill puts into ef- 
fect daylight saving time throughout 
Kentucky by advancing standard 
time one hour, to be continued so 
long as the Federal government con- 
tinues its adoption of daylight saving. 


This bill contained an emergency 
clause and became effective March 
5, 1942. 


H. B. 269—This bill is of interest 
in connection with H. B. 271 and 
provides for the appointment every 
four years of a Statute Revision 
Commission to keep the laws of Ken- 
tucky continually up to date. This 
bill contained an emergency clause 
and became effective March 6, 1942. 

H. B. 271—This bill is a result of 
four years of work by the Statutes 
Revision Commission and enacts a 
new code of laws for Kentucky. The 
Commission was not given power to 
make substantive changes. Its au- 
thority gave it power to clarify am- 
biguities, make rearrangements of the 
various sections of the law, correct 
errors and otherwise bring the stat- 
utes up to date. The Commission 
has worked hard to accomplish this 
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result. The new revision becomes ef- 
fective on October 1, 1942. 

S. B. 82—Authorizes the Depart- 
ment of Revenue to elect coverages 
for the employees of any divisions or 
sections thereof under the workmen’s 
compensation law. 

S. B. 93—Authorizes the Director 
of Insurance to adopt and promul- 
gate reasonable rules and regulations 
to carry out the insurance laws of 
the state. 

S. B. 95—Gives the Insurance De- 
partment authority to enforce laws 
and ordinances relating to the pre- 
vention or reduction of loss by all 
risks or hazards written by fire in- 
surance companies. The present law 
relates only to fire insurance. 

All new laws, except those con- 
taining an emergency clause, become 
effective May 31, 1942. 


Gray Named President 
of Ohio Hardware 


GEORGE M. GRAY HAS BEEN ELECTED 
PRESIDENT OF THE OHIO HARDWARE 
Mutual Insurance Company of Cosh- 
octon, Ohio, after serving as its sec- 
retary-treasurer since the organiza- 
tion of the company in 1902. ; 

John G. Hanlin, who has been 
associated with the company since 
1935, succeeds Mr. Gray as secre- 
tary-treasurer. 

The board of directors is com- 
prised as follows: Phil G. Wuertz, 
Cleveland, Ohio; Al. E. Herrnstein, 
Chillicothe, Ohio; L. M. Krieg, New- 
ark, Ohio; John J. Crum, Shelby, 
Ohio; W. J. Perryman, Birmingham, 
Alabama ; George M. Gray and J. G. 
Hanlin of Coshocton, Ohio. 


Publish Revised Edition of 


“Casualty ‘Insurance”’ 


A NEW AND COMPLETELY REWRIT- 
TEN EDITION OF “CASUALTY INSUR- 
ance” by Dr. C. A. Kulp, Professor 
of Insurance, Wharton School of 
Finance and Commerce, University 
of Pennsylvania, has just been pub- 
lished by Ronald Press Company, 
New York. 








The text is arranged in three 
parts: Part I, Hazard, Insurance 
and Casualty Insurance; Part II, 


Casualty Hazards and Policies; and 
Part III, Companies, Rates and Reg- 
ulations. 

Indicative of the scope of the 
book’s text are such chapters as 
Hazard and Insurance; Casualty In- 
surance; Casualty Insurance Poli- 
cies; The Basis of Legal Liability ; 
Workmen’s Compensation : The Haz. 
ard; Workmen’s Compensation Poli- 
cies; Workmen’s Compensation In- 


surance; Automobile Insurance; Au- 
tomobile Liability Insurance and The 
State; Miscellaneous Public Liability 
Insurance ; Burglary, Theft and Rob- 
bery Insurance; Glass Insurance; 
Power Plant Insurance; Credit In- 
surance; Accident and Health In- 
surance; Casualty Insurance Com- 
panies ; Casualty Reinsurance; Man- 
ual or Classification Rates; Merit 
Rates; and Regulation of the Casu- 
alty Insurance Business. 

A complete review of this volume 
will appear in our next issue. The 


book is priced at $5.00. 


Illinois Industrial. Commission 


Request 
ALFRED J. BORAH, CHAIRMAN OF 
THE ILLINOIS INDUSTRIAL COMMIS- 
sion, states that his attention has 


been directed to the fact that when 
an assured changes its name or in- 
terest requiring the filing of a new 
certificate of insurance in such new 
name, insurance companies often file 
termination or cancellation notices 
terminating the former certificate 
without explanation. 

When no new certificate is filed, 
Mr. Borah points out, the procedure 
of the Commission is to send a notice 
advising the assured of such termi- 
nation or cancellation. 

To prevent the sending of such 
notices to assureds and thus cause 
them concern, the Commission asks 
that in such cases the company indi- 
cate in its termination or cancella- 
tion notice, the reason as being a 
change of name or interest giving 
the new name. Also, on the first fil- 
ing of such certificate it is requested 
that the former name of the assured 
be indicated. 

* * * 


Court Orders Fine for 


Cal. Commissioners Action 


CALIFORNIA SUPPLIES ONE OF THE 
MOST UNUSUAL ITEMS OF NEWS OF 
the month. Out there Superior Court 
Judge Palmer has issued a writ com- 
pelling Commissioner Caminetti to 
give a license to a life insurance com- 
pany and imposed a fine of $7500 on 
the State as damages sustained by the 
company during the period the Com- 
missioner recently acted as conserva- 
tor of the concern under an order of 
Superior Court Judge Schmidt. The 
major part of the business of the com- 
pany consists of “funeral service” pol- 
icies. 

Commissioner Caminetti at once 
entered an appeal but issued the li- 
cense as ordered. 
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DECISION GIVING COMPENSATION TO 
ATHLETE AROUSES WIDE INTEREST 


is being indulged in by work- 

men’s compensation insurance 
underwriters as a result of the re- 
cent decision of the Industrial Com- 
mission of Illinois that an amateur 
athlete, who was injured seriously in 
a water carnival to which admission 
was charged, is entitled to benefits 
under the Illinois Workmen’s Com- 
pensation Act. Douglas A. Phillips, 
22 years old, of St. Louis, Missouri, 
is the athlete to whom the award 
was made, the Commission ordering 
the athletic association of the Uni- 
versity of Illinois to pay him §2,- 
141.90 for medical expense incurred, 
$7.50 a week for 333 weeks, $2.50 
for one week, and a life pension of 
$200 annually. Because of the highly 
unusual nature of the case, which 
resulted in a decision believed to be 
without precedent in the United 
States, it is expected that appeal 
will be taken to the courts. 


> ONSIDERABLE speculation 


Phillips was injured on May 20, 
1939, during a water carnival which 
was being held at Huff Gymnasium 
in Champaign, Illinois. At the end 
of a thirty-foot dive into the swim- 
ming pool his head struck the bot- 
tom of the tank, and it is asserted 
that he suffered a hemorrhage of 
the spinal cord, resulting in ‘partial 
paralysis of the hands, legs, and cer- 
tain bodily functions alleged to have 
caused permanent disability. 


The water carnival was conducted 
by the Tribe of Illini, an organization 
composed of University of Illinois 
athletes holding “I’’ letter awards, 
and was held as a sort of side-show 
to the annual interscholastic week- 
end circus. Phillips is a member of 
the Tribe of Illini, having won his 
letter in water polo. It is claimed 
that of the amounts charged for ad- 
mission to the water carnival the 
Tribe of Illini was paid five cents on 
each ticket sold, and received from 
the University of Illinois athletic 
association in consequence the sum 
of $33.85. Evidently it was upon 
this point that the Industrial Com- 
mission held that Phillips and all of 
the other performers in the water 
carnival were, on that evening, em- 
ployes of the University of Illinois 
athletic association and thus came 
within the protection of the Illinois 
Workmen’s Compensation Act. 


The award was made against the 
athletic association rather than 
against the University of Illinois, the 





university having been held to be 
exempt from liability as an agency 
of the state. This immunity was held 
not to apply to the athletic asso- 
ciation. 

Should the decision be appealed 
and then upheld by the courts it 
may set an important precedent in 
a field of workmen’s compensation 
liability in which there are not a 
great many decisions at present. Sev- 
eral years ago the Journal of Amer- 
ican Insurance commissioned a Chi- 
cago attorney, John S. Hamilton, 
Jr., to make a thoroughgoing study 
of the subject of athletic activities 
and workmen’s compensation insur- 
ance, and at that time there was 
found no reported case involving the 
payment of workmen’s compensation 
insurance to a student athlete by any 
American college or university. The 
special circumstances involved in the 
Phillips case do not seem to set a 
true precedent for payment of com- 
pensation benefits to a student ath- 
lete injured in competing as a mem- 
ber of a university team — as in 
football, for instance — because at 
least in theory members of college 
athletic teams are not paid for their 
efforts, nor do they share even in- 
directly in gate receipts to the ex- 
tent indicated in the Phillips case. 


As a practical matter, however, 
there is a wide belief that many col- 
lege athletes are compensated for 
their athletic endeavors in one way 
or another, and in many cases there 
would seem to be the possibility that 
this compensation is even more di- 
rect than in the Phillips case. At 
times alumni are believed to finance 
the education of promising athletes, 
especially football players, by direct 
cash payments. In other instances 
athletes are given jobs about uni- 
versities which involve only nominal 
duties, and which are regarded by 
the public.as mere subterfuges for 
the payment of living expenses to 
the athlete. There have also been 
rumors from time to time that foot- 
ball players have been given blocks 
of choice tickets to important foot- 
ball games, with the understanding 
that should they care to sell these 
the income from this is their own. 
Whether a case for workmen’s com- 
pensation benefits based upon indi- 
rect payments of these types would 
hold water is something which the 
courts and the various state indus- 
trial commissions have not yet been 
called upon to decide. 
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SITUATION which has many 
points of similarity is the com- 
mon one in which an industrial or- 
ganization sponsors an athletic team 
made up of employees — softball 
teams are among the most common 
type. Often the employees making 
up such teams have been hired pri- 
marily for their athletic prowess, and 
some of them are paid higher wages 
in their regular work than would be 
paid to a non-athlete holding the 
same job. When such athletes sus- 
tain injuries in games workmen’s 
compensation benefits often have 
been awarded to them. The pay- 
ment of workmen’s compensation 
benefits to injured professional ath- 
letes is, of course, fairly common. 
The opinion in the Phillips case 
was written by Commissioner Wil- 
liam J. Granata, and approved by a 
majority of the Commission’s mem- 
bers. Attorney Alroy S. Phillips of 
St. Louis, father of the injured ath- 
lete and a former chairman of the 
Missouri Workmen’s Compensation 
Commission, filed the original claim 
against the board of trustees of the 
University of Illinois, the University 
athletic association, and their insur- 
ance carrier. Evidence was taken on 
May 13, 1940, by arbitrator A: V. 
Becker, who denied the claim. A 
petition for review was filed on April 


9, 1941. 


The text of the decision overrul- 
ing the arbitrator’s finding dated 
February 19, 1942, is: 


Petition to review the decision of the 
arbitrator having been filed by the Pe- 
titioner, this cause came on for hear- 
ing, after due notice to the parties, at 
Danville, Illinois, on the 9th day of 
April, 1941. 


Upon consideration of the record 
made before the arbitrator and addi- 
tional proceedings had upon this hear- 
ing and oral argument before a ma- 
jority of the members of the Commis- 
sion, the Commission is of the opin- 
ion the decision of the Arbitrator is in 
error, said Decision is therefore hereby 
set aside and held .for naught and the 
following Decision is substituted in its 
stead: 


The Commission finds: The Board 
of Trustees of the University of IIli- 
nois should be dismissed as party re- 
spondent in this cause. 


That the Petitioner Douglas A. Phil- 
lips, and the Respondent Athletic As- 
sociation of the University of Illinois, 
a corporation, were on the 20th day 
of May, 1939, operating under and sub- 
ject to the provisions of the Workmen’s 
Compensation Act; that the relationship 
of Employee and Employer existed be- 
tween said petitioner Douglas A. Phil- 
lips and the Athletic Association of the 
University of Illinois, a corporation, 
on said date; that’ on said date said 
petitioner sustained accidental injuries 
which did arise out of and in the course 
of the employment with said Respond- 
ent, Athletic Association of the Uni- 
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versity of Illinois, a corporation; and 
that notice of said accident was given 
said Respondent and Claim for com- 
pensation on account thereof was made 
on said Respondent within the time re- 


quired under the provisions of said 
Act. 
That the earnings of the petitioner 


during the year next preceding the in 
jury were less than $780.00 a year and 
that the average weekly wage was less 
than $15.00 per week. 

That said petitioner at time of 
injury was twenty years of age. 

That necessary first aid, medical, sur- 
gical and hospital services have not 
been provided by said Respondent, Ath- 
letic Association of the University of 
Illinois, a corporation, and that as a 
result of said injury said Petitioner, 
Douglas A. Phillips, incurred medical, 
surgical and hospital expenses in the 
sum total of $2,141.90, for which sum 
the Respondent, Athletic Association of 
the University of Illinois, a corpora- 
tion, is liable as provided in_ para- 
graph (a) of Section 8, of said Act, 
as amended. 

That as a result of said accidental in- 
jury said petitioner, Douglas A. Phil- 
lips, became permanently and_ totally 
incapacitated for work and is entitled 
to compensation therefor as provided 
in Paragraph (f) of Section 8, of said 
Act, as amended. 

It is therefore ordered by the Com- 
mission that the Board of Trustees of 
the University of Illinois, a corpora- 
tion, be and the same is hereby dis- 
missed as party respondent in this cause. 

It is further ordered by the Com- 
mission that the Respondent, Athletic 
Association of the University of Illi- 
nois, a corporation, pay to said Peti- 
tioner, Douglas A. Phillips, the sum of 
$7.50 per week, as compensation, on ac- 
count of said injury, for a period of 
333 weeks, and one week at $2.50, and 
thereafter a pension during life annu- 
ally in the sum of $200.00, payable in 
12 equal monthly installments of $16.66 
each, as provided in Paragraph (f) of 
Section 8, of the Workmen’s Compen- 
sation Act, as amended. 

Bond for the removal of this cause 
to the Circuit Court by the Respondent, 
Athletic Association of the University 
of Illinois, a corporation, is hereby fixed 
at the sum of $7,000.00. 

The probable cost of the record to 
be filed as a return to Writ of Cer- 
tiorari is the sum of $100.00. 


said 








U. S$. Chamber Meeting 
Shifted to Chicago 


THE THIRTIETH ANNUAL MEETING 
OF THE CHAMBER OF COMMERCE OF 
the United States originally sched- 
uled for Washington, D. C., April 
27-30, has been shifted to Chicago, 
the dates remaining the same. This 
is the second chamber meeting to 
be held in Chicago in wartime. The 
first was staged in the midwestern 
metropolis in April, 1918. Conven- 
tion headquarters will be the Stevens 
Hotel. 

Executives of Federal war agen- 
cies, as well as outstanding war pro- 
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duction industrialists and other busi- 
ness men, labor leaders and agricul- 
turists will address the delegates, 
whose resolve is expressed by the 
meeting’s over-all theme “Working 
for Victory!” 

While first emphasis will be placed 
on the problems of accelerating pro- 
duction to supply the nation’s armed 
forces with an increasing flow of 
armament and material, the impact 
of war on the home front, with its 
dangers to America’s freedom, and 
post-war readjustments also will oc- 
cupy the attention of the convention. 
As presently projected, the meet- 
ing’s program will include a discus- 
sion of the many problems of war 
production; material shortages, pri- 
orities and price controls ; community 
protection under civilian defense; 
supplying the home front; the farm 
supply line; post-war readjustments ; 
America’s world economic position ; 
war-time finance ; vocational training 
in war; transportation in war, and 
the small businessman’s distress. 

One of the more important busi- 
ness matters to come before the con- 
vention will be the election of nine- 
teen directors to the Board of the 
Chamber of Commerce. The board 
includes thirty-eight directors elected 
by the organization members. The 
term of office is two years. Half of 
the terms expire at each annual 
meeting. 

Carl N. Jacobs, president of the 
Hardware Mutual Casualty Com- 
pany of Stevens Point, Wisconsin, 
a member of the Chamber’s Board 
of Directors representing Insurance 
since March, 1941, has been nomi- 
nated to succeed himself. The peti- 
tion endorsing his candidacy was 
signed by leading mutual and stock 
insurance organizations. 

A list of the other candidates seek- 
ing election to the Board of Direc- 
tors are: 

District I — William A. Purtell, 
president, Billings & Spencer Co., 
West Hartford, Connecticut. 

District II — Marion B. Folsom, 
treasurer, Eastman Kodak Co., Roch- 
ester, New York. 

Arthur F. Nass, McGinness, Smith 
& McGinness Co., Pittsburgh, Penn- 
sylvania. 

District III — Thomas C. Boush- 
all, president, Morris Plan Bank of 
Virginia, Richmond, Virginia. 

C. Norwood Hastie, vice-president, 
Citizens & Southern National Bank, 
Charleston, South Carolina. 

District ITV — Major Lester A. 
Ballew, vice-president, Pet Dairy 
Products Co., Johnson City, Ten- 
nessee. 

Fitzgerald Hall, president, The 
Nashville, Chattanooga & St. Louis 





Railway, Nashville, Tennessee. 

District V — Frederick C. Craw- 
ford, president, Thompson Products, 
Inc., Cleveland, Ohio. 

District VI — Roy C. Ingersoll, 
president, Ingersoll Steel & Disc. 
Division, Borg-Warner Corp., Chi- 
cago, Illinois. 

District VII — Major Thomas J. 
Strickler, vice-president and general 
manager, Kansas City Gas Co., Kan- 
sas City, Missouri. 

District VIII — F. A. Irish, presi- 
dent, First National Bank & Trust 
Co., Fargo, North Dakota. 

District IX — L. Ward Bannister, 
Bannister & Bannister, Denver, Col- 
orado. 

District X — A. C. Mattei, presi- 
dent, Honolulu Oil Corp., San Fran- 
cisco, California. 

Agriculture — Christopher J. Ab- 
bott, president, Abbott Company, 
Hyannis, Nebraska. 

Francis W. Ruzicka, president, 
Ruzicka’s Inc., Chatham, New Jersey. 

Construction and Civic Develop- 
ment — W. A. Klinger, president, 
W. A. Klinger, Inc., Sioux City, 
Iowa. 

Domestic Distribution — Carlyle 
Fraser, president, Genuine Parts Co., 
Atlanta, Georgia. 

Finance — Dunlap C. Clark, presi- 
dent, American National Bank, Kala- 
mazoo, Michigan. 

Foreign Commerce — James W. 
Spangler, vice-president, Seattle- 
First National Bank, Seattle, Wash- 
ington. 

Manufacture — Otto A. Seyferth, 
president, West Michigan Steel Foun- 
dry Co., Muskegon, Michigan. 

Natural Resources — Col. T. H. 
Barton, president, Lion Oil Refining 
Co., El Dorado, Arkansas. 

G. F. Coope, president, Potash 
Company of America, Carlsbad, New 
Mexico. 

James D. Francis, president, Island 
Creek Coal Co., Huntington, West 
Virginia. 

_ Transportation and Communica- 
tion — G. D. Brooke, president, The 
Chesapeake & Ohio Railway Co., 
Cleveland, Ohio. 


Georgia Will Accept 
Defense Bonds As Deposits 


INSURANCE COMPANIES REQUIRED 
TO MAKE DEPOSITS WITH THE STATE 
Treasurer of Georgia in order to 
qualify to do business in the state 
may do so in the form of defense 
bonds. A ruling notifying the com- 
panies of this action has been handed 
down by George B. Hamilton, State 
Treasurer of Georgia. 
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NEW INSTITUTE ANNOUNCES 
TRUSTEES AND PROGRAM 


HE American Institute for Prop- 

erty and Liability Underwriters, 
Inc., has announced the makeup of 
its Board of Trustees, its educational 
program, and standards for eligibil- 
ity to take the chartered property and 
casualty (C. P. C. U.) examinations. 
The Institute, which was conceived 
and fostered by the leading insurance 
educators of the nation through the 
American Association of University 
Teachers of Insurance and organized 
in cooperation with the various 
branches of the insurance industry, 
plans to hold its first examinations 


in June, 1943. 


The board of trustees consists 
of twenty-three representatives, 
namely, five educators in the field of 
insurance; six mutual company rep- 
resentatives (three from the fire com- 
panies and three from the casualty 
companies) ; six stock company rep- 
resentatives (three from the fire 
companies and three from the casu- 
alty companies) ; and six producers 
(two mutual company agents, two 
stock company agents and two brok- 
ers). 

The various groups of company 
and field representatives on the board 
were nominated, respectively, by the 
American Mutual Alliance, the As- 
sociation of Casualty and Surety Ex- 
ecutives, the National Association of 
Insurance Agents, the National Asso- 
ciation of Insurance Brokers, the 
National Association of Mutual In- 
surance Agents, and the National 
Board of Fire Underwriters, while 
the group representing educators in 
the field of insurance was nominated 
by the advisory committee appointed 
on May 16, 1941. By arrangement, 
all nominees to the board were sub- 
ject to approval by the advisory com- 
mittee, as well as by the large orig- 
inal group of representatives which 
approved the Institute in principle on 
May 16, 1941. This approval was 
given unanimously. 

The educators in the field of in- 
surance who are board members are 
Dr. Edison L. Bowers, Professor of 
Insurance, Ohio State University, 
Columbus, Ohio; Dr. J. Anderson 
Fitzgerald, Dean, School of Busi- 
ness Administration, University of 
Texas, Austin, Texas; Dr. S. S. 
Huebner, Professor of Insurance, 
University of Pennsylvi.nia, Phila- 
delphia, Pa.; and Dr. avid Mc- 
Cahan, Professor of Insurance, Uni- 
versity of Pennsylvania, Philadel- 
phia, Pa. A fifth educator, who will 


serve as Dean of the Institute, still 
is to be selected. 

The six mutual company repre- 
sentatives are S. Bruce Black, presi- 
dent, Liberty Mutual Insurance Com- 
pany, Boston; C. E. Hodges, Jr., 
president, American Mutual Liabil- 
ity Insurance Co., Boston; and J. S. 
Ikemper, president, Lumbermens Mu- 
tual Casualty Co., Chicago, repre- 
senting casualty carriers, and J. J. 
l‘itzgerald, president, Grain Dealers 
National Mutual Fire Ins. Co., In- 
dianapolis, Indiana; B. S. Flagg, 
president, Merrimack Mutual Fire 
Ins. Co., Andover, Mass.; and L. G. 
Purmort, president, Central Manu- 
facturers’ Mutual Ins. Co., Van 
Wert, Ohio, representing mutual fire 
insurance companies. 

The six stock company represen- 
tatives are W. E. McKell, president, 
New York Casualty Company, New 
York City; Kenneth Spencer, presi- 
dent, Globe Indemnity Company, 
New York City; and H. P. Stell- 
wagen, executive vice-president, In- 
demnity Insurance Co. of North 
America, Philadelphia, representing 
casualty carriers, and Harold C. Con- 
ick, assistant manager, Royal Insur- 
ance Company, Ltd., New York 
City; Otho E. Lane, president, Fire 
Association of Philadelphia, Phila- 
delphia, Pa.; and John A. North, 
vice-president, Phoenix Insurance 
Company, Hartford, Connecticut, 
representing stock fire insurance com- 
panies. 

The six representing the produc- 
ers in the business are Hugh H. 


Murray, Jr., secretary, National 
Association of Mutual Insurance 
Agents, Raleigh, North Carolina, 


and Bryson F. Thompson, president, 
National Association of Mutual In- 
surance Agents, New Haven, Con- 
necticut, representing the National 
Association of Mutual Insurance 
Agents ; Wade Fetzer, Jr., vice-presi- 
dent, W. A. Alexander & Co., Chi- 
cago, Illinois, and Governor William 
H. Wills, of Vermont, Montpelier, 
Vermont, representing the National 
Association of Insurance Agents ; and 
Arthur C. Goerlich, executive com- 
mittee, National Association of In- 
surance Brokers, Nek York City, 
and Julian Lucas, president, Davis, 
Dorland and Company, New York 
City, representing the National As- 
sociation of Insurance Brokers. 

In the announcement of its cur- 
riculum of study for the Chartered 
Casualty Underwriter (C. P. C. U.) 
examinations, it is explained that one 
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of two programs had to be consid- 
ered by the newly organized Insti- 
tute, namely, (1) a single unified 
program covering the entire field of 
insurance, exclusive of life insur- 
ance, with a minimum of specializa- 
tion, or (2) a program with sepa- 
rate divisions for each of the main 
classes of insurance, with a greater 
degree of specialization. To reach a 
decision, the large Curriculum Com- 
mittee, appointed for the purpose, 
weighed carefully the questions of 
(1) the welfare of the insured, (2) 
the welfare of the field representa- 
tive, (3) the public acceptance of the 
designation, (4) the practice of other 
professions in this respect, and (5) 
trends in insurance contracts and 
practices. Careful consideration of 
these factors led to the unanimous 
conclusion, on the part of the Cur- 
riculum and Advisory Committees, 
that a single unified educational pro- 
gram, leading to a single designation, 
would much more satisfactorily meet 
the situation than a divisional pro- 
gram with separate designations. 

In determining the subjects to be 
included in the curriculum, the Com- 
mittee on Curriculum and Educa- 
tional Procedure sought suggestions 
and help from all possible sources. 
In reaching its conclusions, the Com- 
mittee was governed by the manner 
in which the knowledge derived from 
the curriculum would be useful to 
the insurance adviser. To this end, 
the various subjects which had been 
recommended for inclusion were di- 
vided into three groups, namely, (1) 
Insurance and Loss Prevention, (2) 
General Background, and (3) Other 
Business. P 

Under “Insurance and Loss Pre- 
vention” (Parts I and II of the ex- 
aminations) were included those sub- 
jects which help the candidate bet- 
ter to appraise the risk to which his 
client is exposed, to determine the 
procedure which should be adopted 
for reducing the risk, and to arrange 
insurance coverage which will most 
satisfactorily protect the policyholder 
against the financial consequences. In 
this group also fall those subjects, 
such as Marketing, Applied Psychol- 
ogy, and Salesmanship, which are 
useful to the candidate in building up 
a clientele by sound means, and han- 
dling his operations with policyhold- 
ers on a dignified and prestige-build- 
ing basis. 

Under “General Background’’ 
(Part III of the examinations) were 
included those subjects which help 
the candidate better to understand the 
environment in which he and his pol- 
icyholders are living, and in which 
the institution of insurance is func- 
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tioning. A knowledge of these is es- 
sential to appreciation of the major 
influences which are at work to 
change the environment, and enable 
the insurance adviser to guide his 
client, as well as conduct his own 
activities in an intelligent manner, 
even though that knowledge may not 
be used directly in sales. Since a good 
working knowledge of written Eng- 
lish is so essential to an adequate 
educational background, that subject 
is also included in this division. 

Under “Other Business” (Parts 
IV and V of the examinations) were 
included those subjects which help 
the candidate to conduct his own 
business affairs soundly, as well as 
to understand better the specific busi- 
ness problems of his client, and to 
be certain that his insurance service 
is properly integrated with other fac- 
tors in the prospect’s situation. 

It is also explained that if allow- 
ance is made for the subject of In- 
surance Law under Part IV of the 
examinations, which bears a close 
relationship to the contents of Parts 
I and II, approximately one-half of 
the entire educational program is di- 
rectly in the field of insurance. Al- 
though an attempt is made in the 
statement of each part to indicate the 
approximate scope thereof, the exact 
weight to be allowed to any particu- 
lar topic or sub-topic will need to 
be worked out later, when detailed 
outlines, suggested reading lists, and 
other study material are prepared by 
the educational officials of the In- 
stitute. 

* * * 


HE following is an outline of 

the curriculum of study and the 
standards of eligibility, as originally 
approved unanimously by the Com- 
mittee on Curriculum and Educa- 
tional Procedure, and subsequently 
(again unanimously) by the Advis- 
ory Committee on December 11, 
1941, and finally (again unanimous- 
ly) by the large group of company, 
field, and educational representatives 
which approved the Institute as an 
operating organization : 


I. Five-Fold Division of Subject 
Matter and General Content 
of Each Division: 

The educational program is divided 
into five parts, of approximately equal 
content, and the particular subjects 
included in each of these parts are 
as follows: 

Insurance Principles and Practices 

(Part 1) 

This and the following part pre- 
sume a functional division of subject 
matter under which principles and 
practices common to all forms of in- 
surance would first be studied as 
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they pertain to each function, fol- 
lowed by specific study of the prin- 
ciples and practices of fire insurance 
and related lines, ocean marine and 
inland marine insurance, workmen’s 
compensation insurance, automobile 
insurance, liability insurance, acci- 
dent and health insurance, fidelity 
bonding and suretyship, and other 
casualty lines. 
The division of subject matter sug- 
gested for Part I follows: 
1. The Economics of Insurance 
2. The Insurance Mechanism 
3. Contract Provisions 
a. The Risk Assumed 
b. Other Provisions 
Types of Carriers (including 
self-insurers) 
Agency and Brokerage 
Financial Statements 
Investments 
Organization of Carriers 
a. Internal 
b. Inter-carrier 
9. State Regulation and Supervision 
Insurance Principles and Practices 
(Part IT) 
See note at beginning’ of Part I. 
The division of subject matter sug- 
gested for Part II follows: 
Theory of Probability 
Rates and Rating 
Reserves 
Underwriting 
Risks 
Loss Adjustments 
Loss Prevention 
a. Fire Prevention and Pro- 
tection (including arson) 
Industrial Accident Preven- 
tion 
c. Automobile 
vention 
d. Prevention of, and Protec- 
tion against, Other Perils 
7. Client Building 
a. Principles of Personal Sales- 
manship 
b. Principles of Applied Psy- 
chology 
c. Insurance Surveys 
General Education (Part III) 
1. Economics 
2. Government’ _ 
3. Social Legislation, as 
a. Workmen’s Compensation 
and Employers’ Liability 
Laws ot 
b. Building and Other Safety 
Laws 2. ; 
c. Automobile Financial Re 
sponsibility Laws 
d. The Social Security Act 
4. English Neer y 
(Emphasis in this division of 
“General Education” will also 
be placed upon grammar, spell- 
ing, punctuation, paragraphing, 
and other factors essential to 
the writing of good English) 
Subjects covered under each of the 
first two divisions would be such as 
are normally included in recognized 
textbooks. 


SNPS & 


and Selection of 


Aw SYNE 


b. 


Accident Pre- 


Law (Part IV ) 
1. General Commercial, Law 
Law Pertaining to Contracts, 
Agency, Partnerships, Corpo- 
rations, Personal Property, 
Real Estate and Mortgages, 


Negotiable Instruments, Bank- 


ruptcy, Bailments, Common 
and Private Carriers, Negli- 
gence 


2. Insurance Law 


(Including construction of in- 
surance contracts) 

Subjects covered by this examina- 
tion would be those normally coy- 
ered by recognized textbooks in the 
field. 

Accounting and Finance (Part V ) 
1. Principles of Accounting 
2. Principles of Personal Finance 
3. Business Organization and Agen- 
cy Management 

Subjects covered under each of the 
above divisions would be such as are 
normally included in recognized text- 
books with the exception of Agency 
Management, for which it would be 
necessary to secure suitable text ma- 
terial. 

II. Outline of Standards on Elig- 
ibility: 

The following general eligibility 
requirements should be regarded as 
a minimum for placing the proposed 
designation on a professional plane. 
It is recognized that amplification of 
these by the Institute, in the form of 
a more specific code of rules, will sub- 
sequently be necessary. 

In order to be eligible to take the 
professional examinations, an appli- 
cant should: 

a. Be at-least twenty-one years of 
age and of good moral character. 
The good moral character of an ap- 
plicant could be assumed at the time 
his application is initially filed if he 
is employed by a reputable insurance 
company, agency, or broker,: or is 
licensed to write insurance in his 
particular state. However, a suitable 
investigation should be made be- 
fore any diploma or designation is 
granted. 

b. Have at least three years of 
satisfactory insurance experience. Al- 
though every candidate should meet 
the time requirement in full before 
his diploma would be issued, the fol- 
lowing exceptions should be permit, 
ted in the taking of the examinations. 

(1) A high school graduate, who 
is not a graduate of a college or uni- 
versity, could be permitted to take 
a single installment of the examina- 
tions after one year of satisfactory 
insurance experience, and an addi- 
tional installment for every year of 
experience thereafter, with the privi- 
lege of taking any remaining install- 
ments after three full years of ex- 
perience. 

(2) A graduate of a university or 
college could be permitted to take 
any or all installments of the exami- 
nations at any scheduled date follow- 
ing his graduation, but, though suc- 
cessful, should not be granted the 
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recognition until completion of three 
years of satisfactory insurance ex- 
perience. 

When an application is originally 
filed by a candidate, it could be 
checked primarily as to the number 
of years in which the applicant has 
been engaged in property and casu- 
alty insurance and the percentage of 
business time devoted to it. All other 
factors could be carefully weighed 
after the candidate has passed the 
entire series of examinations. 

c. Submit credentials in proper 
form respecting his previous educa- 
tion which should be the legal equiv- 
alent, as a minimum, to graduation 
from an accredited four-year high 
school. Rules respecting these edu- 
cational credentials might well fol- 
low those which have been worked 
out by the American College of Life 
Underwriters. 

III. Outline of Examination Re- 
quirements: 

a. Broad knowledge in five major 
fields. The aforementioned  curri- 
culum indicates the fields of knowl- 
edge with which the underwriter 
should be acquainted. 

_b. Passing of five comprehensive 
examinations. To test an applicant’s 
knowledge, examinations should be 
given in each of the major fields of 
subject matter covered by the pro- 
posed program. These might cover 
a period of two and one-half days, 
candidates being allowed four hours 
for each examination. : 

Candidates should be urged not 
to take all examinations in the same 
year unless they have had a very ex- 
tensive education and training in all 
of the subjects. On the contrary, 
they should be advised to take them 
in installments. The order in which 
installments are taken might be at 
the option of the candidate. 

The first examinations will be held 
in June, 1943, at the same time that 
the C. L. U. examinations are held, 
at the same examination centers 
throughout the country in so far as 
possible, and on a basis of standards 
similar to those prevailing in the 
C. L. U. movement. 


F. W. Young, Illinois 
Deputy, Resigns 


FRANK W, YOUNG, WHO HAS SERVED 
AS A SPECIAL DEPUTY IN THE ILLINOIS 
Insurance Department since 1933, is 
leaving to become associated with the 
Illinois law firm of Gillespie, Burke 
& Gillespie. Mr. Young, a graduate 
of the DePaul University law school, 
took a prominent part in the drafting 
of the new Illinois Insurance Code. 
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Legislature Receives Complete 
Report from Pink 


SUPERINTENDENT OF INSURANCE 
LOUIS H. PINK HAS SUBMITTED TO 
the Legislature his complete prelimi- 
nary report for the year 1941. Among 
the subjects not included in the por- 
tion released on February 5 are: 
Group insurance, mortality tables, 
non-forfeiture values, fraternal bene- 
fit societies, accident and health in- 
surance, insurance rates and the 
administration of companies in liqui- 
dation. 

The report shows the tremendous 
growth that has taken place in the 
group life insurance field. The amount 
of group insurance now in force is 
almost equal to the total life insur- 
ance in force in 1912, when group 
insurance had its beginning in this 
country. “The growth of group in- 
surance,” said the superintendent, “is 
not only a story of insurance progress 
but one of social progress as well. It 
has afforded low cost protection for 
millions of our workers. It has also 
made for better understanding and 
good will between management and 
labor and has done not a little to re- 
duce labor turn-over with its atten- 
dant expense.” 

One of the matters discussed has 
to do with the disposition to be made 
of dividends received under group life 
and group accident and health poli- 
cies, particularly with regard to the 
extent to which an employer is en- 
titled to reimbursement for contribu- 
tions he has made. The department 
suggests an amendment to the law 
requiring premium contribution by 
the employers in the group accident 
and health field as an aid in the 
treatment of this problem. 

The report lists several types of 
coverage in connection with which 
there were rate reductions during 
1941. Reference is made to the fact 
that one of the most important and 
vexing problems of rate regulation 
involves the treatment of large risks 
with interstate operations, a substan- 
tial portion of which is carried on in 
states which lack rate regulation, or 
where the degree of regulation differs 
materially from that in New York. 
The problem applies to both casualty 
and fire insurance. It arises out of 
certain company practices which have 
as their effect, if not for their pur- 
pose, the charging of a premium for 
coverage in New York less than that 
required by the rates, rules and plans 
on file in this state. One method em- 
ployed is the use of established rates, 
rules and plans in New York and the 
application of absurdly inadequate 
rates in the non-regulated states. 
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Because a large portion of the com- 
plaints received by the department 
during the year involved claims under 
the more limited accident and health 
policies, a survey was made of that 
type of coverage. As a result of con- 
ferences held with company execu- 
tives it was concluded that there was 
considerable room for improvement 
and that the companies should remedy 
the defects. These include the use of 
new policy contracts granting broader 
coverage at lower rates and the re- 
vamping of sales for the purpose of 
avoiding misrepresentation and pre- 
senting to the insured a broader pic- 
ture of the coverage. 

One subject of great immediate 
concern to the public is the protec- 
tion to property against bombing. 
Both the Senate and the House have 
passed bills providing for the financ- 
ing of a War Damage Corporation, 
the purpose of which would be to 
provide reasonable protection against 
damage to property, real and_per- 
sonal, resulting from enemy action. 
Because of differences in the bills 
passed by the two Houses, particu- 
larly with respect to the question of 
free insurance up to a certain 
amount, conferees have been ap- 
pointed to consider both measures. 

In referring to such coverage the 
report states: “There is considerable 
feeling among insurance supervisors 
that the companies should have or- 
ganized a pool to write this type of 
insurance with appropriate reinsur- 
ance through the government. Some 
of the companies are also of this opin- 
ion. While this would have been a 
logical development it is now appar- 
ently too late to receive serious con- 
sideration. There will undoubtedly be 
the fullest cooperation between the 
insurance industry and the War 
Damage Corporation and no needless 
or wasteful duplication will be per- 
mitted. The institution of insurance 
is anxious to do everything that it 
can to aid in the war effort and seek 
no selfish gain.” 


KuechleMember of Chamber’s 
Industrial Health Committee 


B. E. KUECHLE, VICE-PRESIDENT AND 
CLAIM MANAGER OF THE EMPLOYERS 
Mutual Liability Insurance Company 
of Wisconsin, has accepted appoint- 
ment on the newly-organized Commit- 
tee on Industrial Health of the In- 
surance Department of the United 
States Chamber of Commerce. Mem- 
bers of the committee represent in- 
surance and industry. Chairman is 
Dr. L. D. Bristol, Medical Director 
of the American Telephone and Tele-, 
graph Company. 
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Importance of Human Factor 
in Industrial Accidents 


(Continued from page 14) 


Rapid Transit Company. It was 
brought out in the discussion that a 
foreman usually could easily spot a 
worker possessed by a “heavy emo- 
tion” and a question was asked about 
the accident proneness of such a 
worker. 

“We talk about a person being 
accident prone’, said Dr. Tl isher, 
“because he is a repeater. There is 
no man who isn’t accident prone, 
even the best safety engineer. At 
some time, for some reason or other, 
one of these ‘heavy emotions’ may 
take possession of his mind, and when 
it does he is prone then to have an 
accident.” 

“May I ask”, said the Safety Di- 
rector of a large company, “if the 
plant doctor would be a good man 
to whom to refer such a man, or 
possibly someone who is schooled in 
the higher phases of psychology ?” 

“It is very imperative”, replied Dr. 
lisher, “that you have a man who 
can do that kind of work. Sometimes 
he is your medical man. I am proud 
to say that in my company I get 
everything, love affairs and fights 
between young lovers, and things of 
that kind. We laugh at those things, 
but they all precipitate work failures 
in offices and other places.” 

It seems rather logical that this 
article’s discussion of how psychol- 
ogy is aiding in the control of acci- 
dents in the war industries should 
have drifted down and down from 
the consideration of millions of lost- 
time accidents in the vital war indus- 
tries, to an application of the “newer 
psychological methods” to a single 
individual. This indeed does seem to 
be the purpose of the third stage in 
the development of the national 
safety movement. That is more un- 
derstanding of and aid to the indi- 


vidual accident repeaters — those 
who are having more than their 
“chance” share of accidents. Some 
of them doubtless were not well 


placed in their jobs. Others are not 
properly trained in safety. Others 
probably need sympathetic aid in the 
meeting of personal problems which 
have made them temporarily suscept- 
ible to conditions of their working 
environment which have become haz- 
ardous to them chiefly because of 
their present highly emotional state 
of mind. : 


The present-day war conditions 
doubtless will continue to multiply 
hazardous states of minds which will 
result in the increase of work acci- 
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dents and personal injuries to work- 
ers. Hence increasing need for ap- 
plication in industry of the newer 
psychological methods for the control 
of such accidents. 








The Insurance Manager 


and Prevention 
(Continued from page 16) 


over 70 per cent, much too high for 
the risk. There was no Insurance 
Manager and an evident lack of bal- 
anced effort. 

Two plants similar in size, opera- 
tions, number of employes, and pay- 
roll volume showed an unusual con- 
trast in accident experience. They 
used the same basic insurance rates, 
yet for a five-year period one plant 
consistently had a debit charge rang- 
ing from 1 per cent to 24 per cent 
for individual years, whereas the 
second plant had a uniform experi- 
ence credit for each year of about 14 
per cent. The logical conclusion must 
be that the management in the plant 
with a good record had recognized 
its responsibility and opportunity in 
controlling accidents. An Insurance 
Manager buying for both plants un- 
der a centralized plan, would have 
discovered the variation and could 
have initiated prevention plans. 

In summarizing the essential fea- 
tures of accident control on which the 
Insurance Managers should collabo- 
rate with others, we would include: 

1. Selection of employes to fit the 
work in all positions. 

2. Develop safe operations and fol- 
low them up, recognizing changing 
conditions. 

3. Maintain safe physical condi- 
tions, the original installation of safe- 
guards not being sufficient. 

4. Constant research for new and 
improved prevention methods. 

5. Devise ways and means of en- 
listing interest of all employes, from 
chief executive to humblest position 
holder. 

6. Analyze all causes of accidents 
and make use of the compiled data. 

7. Seek the experience of others, 
looking for new ideas. Keep out of 
the rut. 

8. Systematic regulation of pre- 
vention efforts, functioning continu- 
ously, under the cooperative super- 
vision of executive and operating 
managers. 

9. Consolidate ideas and put them 
into action which means team work 
with a common interest approach to 
the problem. 

The results are just what we have 
been looking for — a maximum of 
safety and a minimum of casualties. 








Urges Greater Private 
Plant Protection 


A WARNING THAT THE PRIVATE 
FIRE PROTECTION FACILITIES OF THE 
nation are inadequate was sounded 
recently by Percy H. Bugbee, gen- 
eral manager of the National lire 
Protection Association. 

Mr. Bugbee, who is also chairman 
of the Industrial Advisory Commit- 
tee of the Office of Civilian Defense, 
asserted that private production fa- 
cilities “‘should be augmented and 
organized to better advantage”. 
Among the 48 large fires in 1941, 
each resulting in damage of $250,- 
000 or more, Mr. Bugbee pointed 
out, 28 “were found to be the result 
of inadequate fire protection”. 

“Faced as we are today with the 
necessity for protecting our indus- 
tries, our homes, and our military 
establishments from fire from any 
cause — whether it be ordinary haz- 
ards or enemy air attacks—” Mfr. 
Bugbee stated “we must improve 
the quality of private fire protection 
if we are going to be successful in 
gaining this objective”. 

The training of employees, house- 
holders, and those in the armed forces 
in knowing what to do in a fire emer- 
gency should be included in private 
fire protection according to Mr. Bug- 
bee. The installation of fire extin- 
guishers, sprinkler and standpipe 
systems, and other equipment that 
enables the people on the scene to 
control fire, independently of the fire 
department, should also be included. 

The N. F. P. A. estimates that 
from 70 per cent to 90 per cent of 
all fires, including those that are and 
those that are not reported, are put 
out with first-aid appliances before 
material damage is done. 





The Quickest, Surest Way 
YOU Can Help Win This 
4» 


War... 





Defense BONDS—STAMPS 
Now! 
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LUMBER MUTUAL 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
CGwtCE 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Interstate Mutual Insurance 





Agency Co., Mansfield, Ohio, Pittsburgh, Penna. — Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — The 


Martin General Agency, Seattle, Denver, San Francisco, Los Angeles, Portland, Spokane. 














HARLEQUIN | GREAT DANE 
| “Ch. Duke Von der Klausenberg” 
a é 





Endurance Wins Every Time! 


Since Benjamin Franklin’s time, Mutual In- 


surance has been able to furnish complete 
property protection under all kinds of situa- 
tions. It has truly stood the Test of Time 
and won acclaim. 


The Hardware Mutuals have always main- 
tained a high standard of Safety, Service and 


Savings and will make every effort to main- 


tain it. 


GREAT DANE (Harlequin) — The Great 
» of today is truly one of the aristocrats of 
dogdom. It is one of the most elegant and dis- 


As insurance questions arise do your part in 
helping to expedite matters by dropping a 
line to the Hardware Mutuals. It’s the quick- 
est way to get immediate information, and we 
will welcome an opportunity to help you. If 
you have not recently checked your policies 
for values, we suggest that it would be wise 
to do so. There is no obligation on your part. 
See or write: 


tinguished varieties of the giant-type of dog, cul- 
tivated as a type for probably 400 years. 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisco 
Minnesota Implement Mutual Fire Insurance Company, Home Office, Owatonna, Minn 


HARDWARE MUTUAL CASUALTY COMPANE 


Home Office, Stevens Point, Wisconsin 


A super dog developed to hunt wild boars, he 
possesses courage, speed and endurance in addi- 
tion to his nobility and beauty. 


Harlequin Great Dane dogs have a base color of 
pure white with black spots irregularly and well 
distributed over the entire body. 








